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ABSTRACT 
 
The South African food and clothing retail industry is highly sophisticated and 
dominated by a few large competitors. The market is unique and has been shaped by 
abnormal political influences that have created a polarised society.  The market holds 
a high potential owing to the burgeoning young middle class that is also attracting 
global attention. This necessitates an increase in economies of scale through 
expansion and acquisition strategies. 
Woolworths Holdings Limited has experienced significant growth in tough trading 
conditions whilst many competitors have lost ground. The Woolworths‟ brand is 
primarily aimed at the high-income groupings but also appeals to the burgeoning 
middle class with their private-label products. The clothing and food divisions also 
provide a unique appeal that concentrates on the strong brand name to cater to the 
polarised nature of the market. 
The Woolworths Holding Limited (WHL) business model aims to offer superior quality 
at a lower cost than competitors which competitors find difficult to imitate. The 
apparent paradox is solved through tightly-knit supplier relationships and a culture 
demanding continuous improvement.  The company is uniquely positioned to service 
the Living Standards Measure (LSM) 8-10 niche market whilst improving efficiencies. 
The company drives its competitive advantage over competitors through the key 
competencies of a reputable brand name, a strong sustainability programme, a 
strong operation and supply chain network, all of which are crucially-supported by 
superior and innovative technology utilisation. 
The study analysed the strategic brand positioning with a focus on the introduction of 
the supermarket concept. The study indicated that the supermarket concept was a 
reaction from WHL to consumer‟s requirements for a one-stop shop aimed at 
increasing existing customers‟ basket spend and  drawing similar new clients. An 
increase in spend is potentially lucrative to WHL, and the strategy is a viable option 
as long as the company remains focussed on the core principles of the business 
model.  
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CHAPTER ONE: INTRODUCTION AND BACKGROUND 
1.1 INTRODUCTION AND BACKGROUND 
The first democratic elections in South Africa in 1994 marked not only a significant 
political change in the country‟s history, but also required businesses to evaluate 
their business models and strategies critically. The political change marked the start 
of many regulatory changes that would affect doing business in South Africa. The 
largest impact arose from regulatory requirements relating to Broad Based Black 
Economic Empowerment (BBBEE) tightening and restrictive labour policies and more 
red tape which discouraged employment in small and large businesses (Woolworths 
Holdings Limited, 2013).  
However, the South African retail industry is experiencing a change in consumer 
behaviour which is shaping a new consumer landscape. The emerging black middle 
class is predicted to continue to show growth and is expected to represent twenty-
seven percent (27%) to thirty-two percent (32%) of the population within the next 
seven years. The burgeoning attractiveness of the market is encouraging global 
interest and is increasing the level of competitiveness within the industry. The South 
African consumer has become more demanding and is requiring products with ethical 
and environmental attributes without increased costs. The industry is also 
characterised by experiential shopping whereby shopping is enhanced through 
interaction in the form of interfaces and social media (Woolworths Holdings Limited, 
2013). 
Woolworths was founded by Max and Richard Sonnenberg, with the first store 
opening in Plein Street, Cape Town on 30 October 1931. Woolworths Holding 
Limited (WHL) thrived by following a simple business model of offering quality, at a 
good price and selling for cash. The company has grown over the past 82 years to 
approximately 461 stores in South Africa, the rest of Africa and the Middle East. In 
Australia, the group is represented by 479 stores under the Country Roads and 
Trenery banner, which also includes the Witchery Group, trading under Witchery and 
Mimco.  With its growth and the many subsequent environmental changes, the 
company has kept its core values. 
 
 2 
 
The company‟s products include the following lines: 
 Clothing/fashion 
 Food 
 Beauty and homeware products 
Other carefully selected, well-known brands include Country Road and Trenery as 
well as financial services in partnership with ABSA Bank (Thomas, 2012). 
Woolworths‟ business model in South Africa initially took the form of a value-based 
franchise/wholesale business model which was originally informed by the Marks & 
Spencer business model in the United Kingdom that focused on private-label food 
brand products. However, the United Kingdom company has subsequently chosen to 
buy back the franchise stores to more effectively control quality. The company‟s 
South African business model offers customers, staff and shareholders consistent 
growth in value. The company‟s target market in South Africa is high-income 
consumers in the Living Standards Measure (LSM) 8-10 income level segment .The 
benefit in focusing on this segment is that these consumers are less vulnerable to 
changes in the economy and relatively price insensitive (Maritz, 2011). 
According to Woolworths Holdings Limited (2013), the strategic objectives for the 
2013 to 2014 financial year are: 
 To build stronger, more profitable customer relations 
 To become a big foods business 
 To be a leading fashion retailer in the southern hemisphere 
 To become an omni-channel business 
 To continue to build the business in the rest of Africa 
 To offer customers simple, convenient and rewarding financial services 
 To embed the Good Business Journey throughout the business 
The objectives are to be driven through focusing on Woolworths Customers, 
Woolworths Operations, Woolworths People and the Woolworths Good Business 
Journey (Woolworths Holdings Limited, 2013). 
Woolworths CEO, Ian Moir, acknowledged that the South African retail industry is 
changing rapidly. Woolworths‟ local competitors are significant with Edgars and 
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Foschini being their strongest competitors in clothing retail and Pick n Pay, Shoprite, 
Spar and Massmart in food retail. However, the burgeoning middle class is 
encouraging global competitors to enter the market which will require prudent 
strategies for Woolworths to keep ahead. 
In the clothing division, Spanish fashion house Zara and Australian fashion retailer 
Cotton On have successfully entered the market. In addition, H&M from the United 
Kingdom will enter the market in 2015. In the food division, the acquisition of 
Massmart by Walmart and further global supermarket groups showing interest in the 
market poses a threat. The introduction of strong competition will necessitate strong 
growth plans to increase economies of scale in order to remain competitive (Ndweni, 
2013). 
The Woolworths Holdings Limited‟s (2012) report describes how the group 
introduced a supermarket concept to offer a more complete and comprehensive 
range to achieve the strategic imperative of building a bigger food business. The 
offering included wider ranges and reduced pricing in bulk purchase lines as well as 
differentiation between value and luxury items. The goal was to achieve an increased 
spend from existing customers. The approach was introduced as statistics indicated 
that seventy percent (70%) of Woolworths‟ target market were Woolworths‟ shoppers 
but only thirty-seven percent (37%) of their spending power was conducted with the 
company. However, concern has been raised that the supermarket strategy cannot 
be allowed to contradict the quality difference and Good Business Journey 
standards. The Good Business Journey is a sustainability programme that allows for 
integrated reporting between the social, environmental and financial pillars of the 
business and a strong competitive advantage.  
 
The supermarket concept has the potential to alienate its target market which could 
negatively impact on the brand image and profitability of the group. However, 
companies that fail to stay in touch with changing customer demands also stand to 
lose market share and eventually disappear. As a result, companies that correctly 
align their strategic focus stand to reap the benefits of increased market share and 
profitability (Petzer and Meyer, 2013).  
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For this reason, WHL has the opportunity to gain market share from struggling 
market leaders but the window of opportunity is small. Therefore, it is especially 
important for Woolworths to align itself with a medium- to long-term strategic focus 
that will allow it to take advantage of current market conditions (Ndweni, 2013). 
 
Very little research has been conducted on the retail industry in South Africa (De 
Bruyn and Freathy, 2010). As the South African context is unique, further 
investigation is needed especially to gain a clearer understanding of the factors 
impacting on a good strategic fit. As a result, the study conducted an investigation of 
WHL‟s strategic business positioning in the South African clothing and food retail 
industry, and analysed the strategic fit of the newly-introduced supermarket concept. 
The study aimed to develop a foundation and framework from which further research 
studies could be conducted. 
 
1.2 PROBLEM STATEMENT 
De Bruyn and Freathy (2010) state that post-apartheid South Africa retail has seen a 
drastic change in consumer tastes and demands  which has led to a required 
reassessment of business models and strategy. South Africa is characterised by a 
dual economy which is polarised between a high level of sophistication and limited 
facilities in the informal markets.  The retail landscape has changed and seen the 
emergence of a black middle class, which differs in its consumer behaviour from the 
traditional Woolworths‟ target market. This impacts on the business strategies that 
need to be employed. The grouping itself is heterogeneous in terms of culture, 
religion, language and split between urban and rural dwellers. All of these elements 
demand a new and targeted strategic approach to satisfying their needs (Petzer and 
Meyer, 2013). 
 
The South African consumer is more demanding and savvy as they become more 
aware of global trends and the choices that are available to them (Woolworths 
Holdings Limited, 2013).This is confirmed in Ndweni (2013) who highlights the fact 
that the new consumer will shop with his/her feet if not provided with what they are 
looking for. In Woolworths Holdings Limited (2013) report mentions that the changing 
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consumer is looking for new and unique experiences that require the retail industry to 
harness innovation. 
 
Ndweni (2013) identifies that the retail environment has changed and this is 
impacting on the way business is conducted. The growing middle class offers 
potential for further revenue-generating opportunities. However, this has attracted the 
attention of large global competitors that are entering the market. To compete 
effectively, WHL is aware that it needs to achieve higher economies of scale and 
needs to grow their business. 
 
The South African retail industry has also changed drastically which is not only 
offering opportunities but also potential threats to firms operating in the sector. In 
addition, very little is known about the new consumer and many companies are 
operating on limited information. This has resulted in disjointed and incorrect strategy 
application with many firms still applying strategies in line with marketing towards the 
white minority which constituted the bulk of the segment spend in the past (Petzer 
and Meyer, 2013). 
 
The companies that have proactively tailor-made their strategies have benefited via 
increased profit levels. Companies such as Capitec in banking, Checkers in fast-
moving consumer goods (FMCG) and Edgars in clothing retail have benefitted 
greatly (Petzer and Meyer, 2013). However, De Bruyn and Freathy (2010) note that 
there are many examples of firms that have fallen along the way side and not 
adapted to changes in demand. The adjustment is also not a one fix solution but a 
continuous re-alignment. For example, Boardman‟s had initially correctly aligned 
itself to changing needs, but has since lost focus. Petzer and Meyer (2013) concur 
that many companies have become uncompetitive and the heightened level of global 
competition has increased the level of strategic focus required.  
 
On an international front, the internalisation strategy employed by Marks & Spencer 
during the 1990s, offers an example of how misunderstanding of the target market 
can result in a crisis. Marks & Spencer applied a global strategy that had been 
successful in Britain. However, they did not take differing market requirements into 
consideration and eventually had to withdraw from international markets that heavily 
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impacted on their profitability (Burt, Mellahi, Jackson and Sparks, 2002).  Petzer and 
Meyer (2013) argue that the companies that are able to correctly match their 
strategies in line with the demand stand to gain via increased levels of profitability 
and competitive advantage. Accenture (2011) also mentions that the choice of the 
correct business model is critical to success but firms do differ in their approaches. 
 
Woolworths is in an enviable position with many external factors, such as the 
burgeoning middle class and Living Standards Measure (LSM) 8-10 market growth 
segments, providing them with growth opportunities. However, Woolworths has not 
always chosen the correct route to satisfy customer demand, and the business 
strategy behind their clothing division remains blurred. In addition, the franchise 
model employed in South Africa and Africa has needed to be replaced as it has 
largely been unsuccessful. Woolworths‟ introduction of the supermarket model and 
reduced pricing structures has also been questioned. Analysts have criticised the 
introduction of lower pricing into the food division as customers have always 
accepted their higher pricing in line with the superior quality. The fear is that 
Woolworths are fiddling with their brand equity which could result in the brand losing 
its aura (Monteiro & Matuto, 2009).  
 
This was also confirmed in the Woolworths Holdings Limited (2013) report wherein 
the company highlighted the risk of compromising the Woolworths‟ difference of 
quality and high standards. It is crucial for Woolworths to utilise the correct food 
division strategy to achieve its strategic objective of building a large food business. If 
the introduction of the supermarket concept should prove successful, the company 
would stand to benefit via increased economies of scale which would allow it to 
compete more effectively while also realising increased profitability. However, should 
the supermarket concept prove to be unsuccessful, the company stands to lose 
brand equity which would impact negatively on its long-term aspirations. The strategy 
is risky but offers a high return. However, the supermarket concept‟s alignment to the 
business model and business strategy has been questioned. 
 
Ndweni (2013) notes that the market leaders in food retail, namely, Pick n Pay, and 
Edgars, in clothing retail, have been struggling and opportunities exist for WHL to 
gain market share while this window of opportunity exists. An aligned business model 
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would allow WHL the ability to gain market share. This would provide them with the 
much needed leverage and economies of scale required to compete effectively in the 
South African market against the established market leaders and the introduction of 
global players. However, WHL would require suitable strategies to compete in a 
market place with increasing levels of competition. 
 
To determine the strategies required for WHL to be competitive, the study conducted 
an investigation of WHL‟s strategic business positioning in the South African clothing 
and food retail industry. The study also investigated whether the supermarket 
concept introduced by WHL was aligned to the business model and business 
strategy of the company. 
 
1.3 CONCEPTUAL FRAMEWORK 
The Business Dictionary (2014) defines business positioning as “a strategy that aims 
to make a brand occupy a distinct position, relative to competing brands, in the mind 
of the consumer” and strategic analysis as “the process of developing strategy for a 
business by researching the business and the environment in which it operates”. 
The Business Dictionary (2014) also defines strategic alignment as: 
“… the process of bringing the actions of 
an organisation's business divisions and staff members into line with the 
organisation's planned objectives. The ability of 
most businesses to achieve their strategic goals will benefit from performing 
a comprehensive strategic alignment to help assure that its divisions 
and employees are jointly working toward the company's stated goals”. 
 
Petzer and Meyer (2013) investigated the developments and challenges that need to 
be taken into account in the South African market .The study identifies various 
factors such as the rise of the black middle class, diversified cultural factors, 
changing consumer loyalty, the entrance of global players and the macro-economic 
factors influencing investment in the country. The study clearly identifies the key role 
of business strategies and highlights the importance of a relevant and effective 
strategy. However, while the study clearly calls for proper business strategy 
application, it refers to the South African business environment in general rather than 
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the South African retail industry. While it highlights the South African business 
strategic deficiencies, the study does not provide further detail as to how to rectify 
and align the strategy applied. 
 
De Bruyn and Freathy (2010) followed a similar description of the changing South 
African market and the need for relevant strategy. The study is centred on the retail 
industry and laments the fact that very little research has been conducted in the retail 
sector in South Africa. However, the study was centrally focussed upon the 
Boardmans‟ group and provides specific application of strategic positioning in their 
environment. 
 
Dakora, Bytheway and Slabbert (2010) conducted a study on the Africanisation of 
South African retailing. The study focusses on strategy and business model 
alignment in line with different market requirements. It specifically analyses the 
approach applied by South African retail companies and the successes and failures 
along the way. Although the study highlights that the research conducted on retailing 
in Africa is very limited, the study mainly focussed upon the type of entry mode into 
new markets in Africa while the South African market differs in its level of 
sophistication and level of development. 
 
1.4 RESEARCH OBJECTIVES 
The primary research objective of the study was to conduct an investigation of WHL‟s 
strategic business positioning within the South African clothing and food retail 
industry. The study also investigated whether the supermarket concept introduced by 
WHL is aligned to the business model and business strategy of the company. 
The following secondary objectives were pursued to achieve the identified objectives: 
1. To determine what an environmental analysis of Woolworths‟ internal and  
external industry environment revealed 
2. To obtain an understanding of Woolworths‟ current business model 
3. To obtain an understanding of the industry driving forces and key success factors 
4. To obtain an understanding of Woolworths‟ current strategic issues 
5. To obtain an understanding of Woolworths‟ current strategic competencies and 
competitive advantages 
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6. To obtain an understanding of Woolworths‟ value chain 
7. To investigate the alignment of the supermarket concept with the business model 
and business strategy of the company 
1.5 METHODOLOGY OF THE STUDY 
The study methodology requires an introduction before commencing with the 
following sub-headings  
1.5.1 Research Paradigm 
The study was qualitative in nature to allow for a broader exploration of the nature of 
the problem and to gain a greater understanding of the research problem. 
1.5.2 Data Collection Procedure 
 1.5.2.1 Approach 
The empirical study consisted of an exploratory study on the WHL business-
positioning strategy. 
1.5.2.2 Data Collection Methods 
For the study, the following data-collection methods were employed: 
a) Literature Review 
A literature review was conducted to gain a better understanding of Woolworths‟ 
current business model, its current strategic issues, its value chain, the 
environmental factors that shape its internal and external environment and to 
determine the current strategies and basis of its competitive advantages. 
b) Strategic Business Positioning 
An investigation of the strategic business positioning was conducted on WHL to 
analyse its business model, value chain and competencies, current strategic focus 
and competitive advantages. 
c) Case Study Analysis 
A semi-structured interview was conducted with company executive management to 
gain further insight into the WHL case study unit. The interview was conducted in line 
with the case study methodology and in line with a set protocol to improve the 
reliability of the data. The case study analysis, in the form of a semi-structured 
interview, was conducted to verify and add validity to the literature review and 
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analysis. This would allow for relevant and accurate conclusions and 
recommendations. 
1.6 DELIMITATION OF THE STUDY 
The research focused on investigating the strategic focus of WHL in the South 
African clothing and food retail industry. The study also placed specific emphasis on 
the introduction of the supermarket concept in the food division. 
The research is thus limited to WHL and its largest competitors in the clothing and 
food retail industry, within the boundaries of the Republic of South Africa, with a 
major emphasis on the food division. The study did, however, include global store 
numbers in the group mapping analysis. The element was included as economies of 
scale are crucial for a company‟s ability to compete effectively. 
The study also focused on gaining an understanding of the factors that influenced the 
application of a correctly-aligned business strategy. 
1.7 CLARIFICATION OF KEY CONCEPTS 
For the study, certain business concepts required further definition. The following 
concepts were defined by the Business Dictionary (2014):  
 Private-Label products: A brand owned not by a manufacturer or producer 
but by a retailer or supplier who has its goods made by a contract 
manufacturer  
 Living standards Measure (LSM): LMS is a way of segmenting the South 
African market that cuts across race, gender, age or any other variable used 
to categorise people  
 Fast Moving Consumer Goods (FMCG): This includes frequently purchased 
essential or non-essential goods such as food, toiletries, soft drinks and 
disposable diapers  
 Brand Equity: A brand‟s power derived from the goodwill and name 
recognition that it has earned over time, which it translates into higher sales  
 Oligopolistic: A situation in which a particular market is controlled by a small 
group of firms  
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 Commodity type products: A reasonably homogeneous good or material, 
such as flour, milk and sugar, which is bought and sold freely as an article of 
commerce  
 Economies of scale: The reduction in long-run, average and marginal costs 
arising from an increase in size of an operating unit  
 One-stop shop: A company or a location that offers a multitude of services to 
a client or a customer  
 Value for money: A term used to assess whether or not an organisation has 
obtained the maximum benefit from the goods and services it both acquires 
and provides  
 Stock turn: This refers to how many times a stock investment is recouped in a 
period  
 Spaza shops: This is an informal convenience shop business in South Africa, 
which is usually run from a home  
1.8 OUTLINE OF THE STUDY 
In the study, chapter one provides an introduction and outline of the study. The 
chapter consists of the problem statement, conceptual framework, methodology and 
delimitation of the study. Chapter two consists of a literature review and focuses on 
an environmental analysis of WHL and the industry in which it operates. 
Chapter three continues the literature review with a focus on an investigation of 
WHL‟s strategic business positioning within the clothing and food retail industry in 
South Africa. Chapter four describes the methodology of the study. Chapter five 
summarises and draws conclusions from the study. The study then identifies further 
areas requiring research. 
1.9 CONCLUSION 
Chapter one presented an introduction to the study. The chapter provided an 
introduction and background, examined the problem statement, conceptual 
framework and the research objectives of the study. Finally, the chapter discussed 
the methodology and delimitation of the study. Chapter two presents a literature 
study of the South African retail industry. 
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CHAPTER TWO: LITERATURE REVIEW – SOUTH AFRICAN RETAIL INDUSTRY 
2.1 INTRODUCTION 
The South African retail industry is the twentieth largest in the world and the largest 
on the African continent. The South African economy is consumer-driven with 
spending constituting two-thirds towards the Gross Domestic Product (GDP). The 
growth in urbanisation, the growing middle class and growth potential in the twenty to 
forty-four age group provides the sector with a strong growth potential (Thomas 
White , 2011). 
In 2012, retail sales contributed R654.1 billion with the sector employing an 
estimated twenty-two percent (22%) of the national labour force. The sector is 
estimated to increase to R938 billion by 2015.  The retail and wholesale sector is an 
important element of the economy and contributes fourteen percent (14%) to the 
country‟s Gross Domestic Product (GDP) .The sector has shown significant growth 
during the past five years but slowed down in 2012 in line with deteriorating 
economic conditions. The economy is described as consumer-driven in light of the 
decline in the mining and manufacturing sectors. It is predicted that the highest 
growth rates will be realised in clothing, footwear and leather retailing (7%) and to a 
lesser degree for general dealers (4.8%) during 2014. The 2013 period realised a 
10.3% growth in textiles, clothing, footwear and leather goods while food, beverages 
and tobacco realised a 4.3% growth. The retail sector split is dominated by general 
dealers who contribute 37%, followed by textiles, clothing and footwear which 
contribute 21% and food and beverages which contribute 9% (Whitehouse and 
Associates, 2011).   
The South African retail industry is attractive as the country has a relatively young 
population. However, without an improvement in the level of education, the 
burgeoning population could raise unemployment levels as a result of skill shortages 
(Whitehouse and Associates, 2011). The country also has a highly-skewed income 
distribution between rich and poor which complicates the manner in which retailers 
differentiate and target the consumer market (Moorad, 2014a).  
The food industry is dominated by Shoprite, Pick n Pay, SPAR, Woolworths and 
Massmart who account for 55% of retail sales. The rest of the market share is 
 13 
 
attributed to spaza shops, wholesalers and independent retailers. The growth of 
private label brands has gained momentum as consumers feel the pressure of the 
economic pinch. The private label brands offer retailers higher margins and 
differentiation while offering better value for money for consumers (Whitehouse and 
Associates, 2011). As South African consumers have become more sophisticated, 
they have also been demanding specialist items not grown locally as well as fresh 
fruit and vegetables out of season. This requires the importing of products using an 
efficient cold-chain distribution programme (Whitehouse and Associates, 2011). 
The clothing industry is characterised by a few key players operating a wide-range of 
brands. The largest players in the market are Edcon Truworths, Foschini, 
Woolworths and MR PRICE (Whitehouse and Associates, 2011). The clothing 
retailers operate in a highly-competitive environment in which standards are 
comparable to the best in the world (Radder, 2000). 
The local clothing manufacturing industry, however, has declined with a more 
demanding consumer. As a result, retailers are inclined to import a large percentage 
of their requirement to remain up-to-date with the latest fashions (Whitehouse and 
Associates, 2011). Radder (2000) identifies that clothing retailers have had to adapt 
in the past decade to changing consumer tastes as they demand higher quality and 
seek fashionable ranges at lower prices. Retailers are also using the Internet and 
financial services to differentiate themselves and to remain competitive. 
The clothing division is outperforming other divisions in the retail sector. This has 
occurred despite the fact that consumers are suffering owing to unsecured lending, 
store card debt and increasing utility costs. A trend is developing of consumers 
shopping down to “value for money” clothing retailers such as MR PRICE and 
Woolworths who offer a wide clothing range. The consumer is shopping down without 
moving further down the scale to discount retailers. As a result, Woolworths targets a 
wide LSM target group through its “good, better, best” strategy which caters to many 
tastes and price ranges (Moorad, 2014a). 
The companies showing rapid growth are doing so largely at the expense of the 
market leader Edcon who is engaged in a turnaround strategy (Moorad, 2014a). 
 14 
 
The food and clothing industries are jointly characterised by growth plans in the form 
of local and African expansion to add scale. The expansion of malls and shopping 
centres in urban areas and townships has also provided retailers with the ability to 
increase retail space. The additional scale will allow for greater efficiency and 
competitiveness in reaction to various large global competitors that have either 
entered or are planning entry into the attractive South African retail market (Moorad, 
2014a). 
The advent of online shopping is also changing the manner in which consumers shop 
for food and clothing and is on the increase as consumers become more Internet 
experienced. Online sales have increased exponentially with sales of R470 million in 
2004 increasing to R2.6 billion in 2011 (Gauteng Province Provincial Treasury, 
2012). 
Ndweni (2013) notes that the South African consumer is more savvy and demanding 
which requires retailers to be able to provide them with what they are looking for.  
The advent of loyalty cards is an additional tool to keep customers as the consumer 
becomes less brand loyal. The rewarding of customers is a key requirement to 
maintaining the customer base and satisfying clientele. 
Thomas White (2011) and Whitehouse and Associates (2011) describe the retail 
market as sophisticated and reliant upon both import and export products. Growth in 
the sector has been the result of increased consumer confidence through steady 
economic growth that has increased disposable income.  The market is characterised 
as oligopolistic in nature and dominated by Pick n Pay Holdings Ltd , Shoprite 
Holdings Ltd , Spar Group Ltd, Woolworths Holdings Ltd, Massmart Holdings Ltd, 
Edcon Pty (Ltd), Foschini Group and Truworths International. These retailers‟ 
turnover constitutes eighty percent of the retail sector. The Gauteng Province 
Provincial Treasury ( 2012) indicates that the top five grocery retailers in South Africa 
are represented in the global top two hundred and fifty retailers with Shoprite ranked 
92nd, Massmart 126th, Pick n Pay 133rd , Spar 179th  and Woolworths 222nd 
respectively. The retail sector is dominated by general dealers that contribute thirty-
eight percent to the sector sales of R600 billion. The sectors contribution to GDP is 
expected to increase to 5.5% by 2015. 
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The Gauteng Province Provincial Treasury (2012) identifies that the retail sector has 
grown relative to an increase in the supply of retail space and the number of 
shopping centres in cities and townships. Whitehead and Associates (2011) indicate 
that seventy percent (70%) of retail sales was conducted through six percent (6%) of 
retail stores in the form of the formal market and the established industry players. 
The remaining thirty-eight percent (38%) contribution is from independent operators 
and spaza shops in the informal market. The country also has a large informal 
market, or the so-called “secondary economy”, that continues to supply the black 
townships with clothing and food goods. 
2.2 EXTERNAL ANALYSIS OF THE SOUTH AFRICAN RETAIL INDUSTRY 
It is essential for companies to understand the external and internal environment in 
which they operate for them to formulate effective strategies and to be able to adjust 
to changing conditions. It is useful for managers to have a clear understanding of the 
external industry in which it operates and the forces that drive success. They also 
need to have a clear understanding of the competitive forces in the industry. An 
understanding of the external environment is a crucial element in allowing managers 
to build competitive advantage and improved company performance through correct 
strategic alignment. The external environment thus refers to factors outside the 
boundaries of the company but that influence the company and strategy formulation 
(Hough, Thompson, Strickland and Gamble, 2011; Lynch, 2000; White, 2004). 
The correct analysis of an industry and the competitive forces therein requires the 
understanding of the following elements: 
  Major economic characteristics of the industry (Lynch, 2000; White, 2004) 
  Type of competitive forces present in the industry and their relevant strength 
(Jones and Hill, 2010;  Lynch, 2000) 
  Forces driving change in the industry, and the resulting key success factors, 
and their influence on competitive intensity and industry profitability (Hough, et 
al., 2011, Jones and Hill, 2010; White, 2004) 
  Positioning of competitors in the industry in the form of a group map (Lynch, 
2000) 
 A SWOT analysis of the South African retail industry (Jones and Hill, 2010) 
  Strategic intent of competitors in the industry (Hough, et al., 2011) 
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2.2.1 Dominant Industry Economic Features  
It is essential to create a clear understanding of an industry landscape by analysing 
the dominant economic features present. The clearer understanding of the 
environment allows firms to gain insight to assist in developing a sustainable 
competitive advantage. The analysis also provides decision makers with perceived 
opportunities to exploit and threats to contain. This is achieved by identifying and 
understanding key industry elements (Lynch, 2000). White (2004) concurs that many 
industry transformations are a result of changes in the macro-environment that offer 
companies the opportunity to gain competitive advantage. The result of ignoring 
economic features could be organisations falling behind competitors. The identified 
economic elements provide an introduction to the study and relate to factors such as 
market size and growth rate, number of rivals, the scope of competitive rivalry, 
number of buyers, the degree of product differentiation, product innovation, the pace 
of technological change, vertical integration, economies of scale and the learning 
curve. 
a) Market size and growth rate  
The retail industry falls under the tertiary sector which contributed sixty-nine percent 
(69%) towards the country‟s economy in 2011. The wholesale and retail sub-sector 
contributed 13.7% to the economy.  Retail trade was the driver within the wholesale 
and retail sub-sector as it contributed forty-five percent (45%). The retail sector 
contributed five percent (5%) towards the total GDP in 2011. The retail industry was 
a major contributor towards labour force employment with an approximate seven 
percent (7%) contribution. The retail sales turnover in 2010 was R600 billion with 
thirty percent (30%) consisting of food sales. The retail food, beverage and toiletry 
sub sector contributed R288.7 billion in 2009 which indicated an impressive fifty-one 
percent (51%) increase in sales between 2005 and 2009  (Aye, Balcilar, Gupta and 
Majumdar, 2013). The market potential thus holds sufficient potential for WHL to gain 
market share and allow them to grow into a bigger business in line with their strategy 
(Ndweni, 2013). 
A higher level of disposable income has resulted in a spending spree in the retail 
industry. This is a result of the emergence of a massive middle-income segment, 
especially in the black market segment, as the uneven distribution of wealth caused 
by the apartheid era is rectified (Thomas White , 2011) . The LSM (Living Standard 
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Measure) 8-10 black market segment is expected to produce twenty-six percent 
(26%) growth with an estimated contribution of forty-three percent (43%) to the total 
food spend and forty-seven percent (47%) to the total clothing spend by 2015.This is 
linked to the trend of increasing urbanisation and relatively consistent economic 
growth. The market potential is, however, influenced by the high poverty level and 
poor education rate that dictates spending power (Thomas White, 2011). WHL have 
also voiced their intent of improving their appeal to the burgeoning black middle class 
(Woolworths Holdings Limited 2012). 
b) Number of Rivals  
The rivalry within the food retailing and fashion industry is very intense. The big 
players in this industry have strong brands familiar to the market and have perceived 
value and quality attached to each brand. The positive trading conditions have 
attracted the attention of various global players that will add to the intensity in the 
market place (Moorad, 2013). 
c) Scope of Competitive Rivalry 
 The industry is characterised by competitors seeking to achieve increased 
economies of scale through acquisitions and expansions to compete more 
effectively. Expansion plans are rolling out on a national, regional and global basis to 
gain leverage. The entrance of large global players is further intensifying competitive 
levels and is a threat to WHL‟s market position. The need for WHL to expand is 
highlighted as a key factor in remaining competitive (Ndweni, 2013). 
d) Number of Buyers 
The retail consumer is highly-fragmented with no formal councils to strengthen their 
bargaining power. However, the South African consumer has become more astute 
and demanding which has resulted in them shopping with their feet. This demands 
that WHL remains relevant and innovative in their product offering. The large 
competitors are limited in number and have massive buying power that dictates a 
strong negotiating position in relation to their suppliers (Woolworths Holdings Limited, 
2013). 
e) Degree of Product Differentiation  
The food sector is characterised by commodity-type products that have heightened 
the level of competition. The competitors are utilising innovation in the form of 
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increased variety of products and services, quick response times and higher quality 
at lower prices to differentiate themselves. It is highlighted that innovation is key to 
the success of WHL (Woolworths Holdings Limited, 2013). 
The clothing sector is characterised by strong local and global competition which is 
evolving the industry and focussing profitability on achieving efficiencies and 
remaining innovative. Prudent line selection is imperative to remaining relevant in a 
seasonally changing industry. Lead times have become a key element in the industry 
(Woolworths Holdings Limited, 2013). 
f) Product Innovation 
As discussed in Woolworths Holdings Limited‟s (2013) report, shopping experiences 
are being enhanced through entertainment, convenience shopping and technology. 
This allows retailers to attract and retain customers through engaging with customers 
in new and innovative ways. Customers are also looking for innovative and 
fashionable new product lines that necessitate WHL to monitor changing customer 
needs closely.  
g) Pace of Technological Change  
The requirement for driving down costs in the industry requires improved efficiencies 
in supply chain and operation‟s management. This demands more integrated 
relations with suppliers and efficient warehousing and distribution centres. The 
shedding of unproductive operations elements has also gained momentum. These 
developments have utilised technology to allow for the integration of more 
streamlined operations. The consumer shopping pattern is changing and a strong 
omni-channel offering is required from retailers to remain relevant. This element is a 
key competitive advantage for WHL (Ndweni, 2013). 
The changing face of customer requirements has necessitated that retailers better 
understand customer needs to provide relevant products and services. This is 
achieved through tracking systems, for example, SAP Client Relationship 
Management (CRM), that allow for market segmentation and a more specific and 
relevant marketing message. Online shopping offers an example of a product that 
targets a specific target group and a field in which WHL has attained market 
leadership (Greeff and Mfuni, 2010). 
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h) Vertical Integration  
Major cost reduction opportunities exist in the industry with closer relationships 
between the retailers and their key suppliers through vertical integration. Closer 
relationships hold various advantages for WHL and industry competitors that offer the 
potential for creating a competitive advantage (Greeff and Mfuni, 2010). WHL holds a 
strong advantage in this regard with well-established supplier relationships which 
competitors have found hard to copy (Woolworths Holdings Limited, 2012).   
i) Economies of Scale 
 In Ndweni (2013), the requirement for gaining larger economies of scale is 
highlighted with the threat of the entrance of global competitors into the South African 
market. The threat requires the current competitors to grow bigger to remain 
competitive. This is to be achieved through expansion plans and key acquisitions 
which will provide greater leverage. WHL have responded with a local expansion 
plan and global acquisition plan. 
j) Learning Curve 
 Ndweni (2013) explains the learning curve in the South African retail industry to be a 
significant factor for new entrants into the market. The enticing potential of the market 
still draws global interest but needs to take into consideration the experience and 
reputation factors that the entrenched local traders have developed over a period of 
time. The interest in the local market necessitates WHL and the local industry 
competitors to deter global interest through utilising local learning curve benefits. 
2.2.2 PESTLE Analysis 
The application of a PESTLE analysis further allows for a critical analysis of the 
environmental landscape. The analysis is an acronym for Political, Economic, Social, 
Technological, Legal and Environmental and describes factors that affect the industry 
(Reader, 2002). Thomas White (2004) identifies PESTLE as a powerful tool in 
reading the macro-environment. A study conducted by Wang (2011) indicated 
changes in PESTLE that had a large influence on the retail industry in urban China. 
The specific factors impacting on change in South Africa would include:  
a) Political  
In Greeff and Mfuni (2010), the political landscape in South Africa is described as 
unique and a product of the apartheid period which produced many inequalities. The 
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post-apartheid South Africa is now integrated into the global environment with a 
relatively stable political landscape that provides an environment conducive to doing 
business. The government, however, is challenged by the need to reduce poverty 
and unemployment and providing credibility to the judicial and legal system whilst 
employing prudent economic policy. In Yoffie and St. George (1998), the political 
history of the country is described to have shaped the local retail environment and 
created a uniquely polarised society that requires a clear understanding from WHL. 
b) Economic  
The South African political and economic environment is invariably linked to a 
political past that has shaped a skewed wealth distribution that has implications on 
economic policy. The economy has shown consistent growth in a global environment 
favouring emerging markets. The post-apartheid South Africa has produced a 
burgeoning middle class and economic growth has increased demand for retail 
goods. These conditions have provided retailers with growth opportunities. However, 
the country faces the challenge of deteriorating road infrastructure and erratic 
electricity supply which negatively impacts on the costs of doing business. The 
scarcity in water supply and rising wage demands are additional cost factors 
influencing investments. These considerations complement WHL‟s sustainability 
drive.  In conjunction with a highly-volatile exchange rate, these factors also 
discourage foreign investment (Greeff and Mfuni, 2010). Yoffie and St. George 
(1998) indicate that economic factors have influenced decisions with regard to the 
business strategy of WHL. 
c) Social 
The country continues to face immense service delivery challenges that influence 
economic policy. The country is at risk with regard to a high unemployment rate and 
the need to reduce poverty. A large portion of the nation is dependent on social 
grants which heavily influences budget distribution (Greeff and Mfuni, 2010). 
d) Technology  
The use of technology is at the forefront of retailers attempting to lower costs and 
improve efficiencies and customer service. The introduction of online shopping is 
aimed at an increasingly technology-savvy consumer base (Greeff and Mfuni, 
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2010).The use of technology is a major part of the WHL arsenal and drives their 
focus on innovation (Yoffie and St. George, 1998). 
e) Legal 
The high crime levels add to the costs of doing business as retailers employ 
additional preventative measures. The business environment has a high level of 
regulatory requirements which also influence the costs of doing business (Greeff and 
Mfuni, 2010). 
f) Environment  
As discussed in the Woolworths Holdings Limited‟s (2012) report, customers are 
beginning to demand more information as to from where products are purchased and 
are shopping in alignment with ethical and environmental attributes of a company. 
Also, the sustainability drive has allowed WHL to run a more efficient and lower cost 
business.  
2.2.3 Competitive Analysis  
The main objective of conducting a competitive analysis is to obtain relevant 
information on competitors to compile strategy that takes into account likely 
competitor responses and actions (Czepiel and Kerin, n.d.).  
Jones and Hill (2010) and Lynch (2000) describe competitive analysis as essential to 
the formation of company strategy to take advantage of opportunities and to take 
preventative action with regard to threats. Hough, et al. (2011), Jones and Hill (2010) 
and Reader (2002) concur that the most popular tool to analyse the competitive 
forces and to assess their relative strength is to utilise Porter‟s Five Forces Model. 
This model is the most effective manner of identifying the key competitive forces in 
the market place. The model was utilised by Maqsood (2000) to establish that retail 
banking in Pakistan did not have a positive future outlook owing to the fact that 
competition had drastically increased with the entry of global players. 
a) Porter’s Five Forces Model 
Porter‟s Five Forces Model relating to competitive pressure can be identified as 
competitive pressures associated with the:  
 market manoeuvring and jockeying for buyer patronage that goes on among 
rival sellers in the industry (Lynch, 2000; Hough, et al., 2011) 
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 threat of new entrants into the market (Jones and Hill, 2010) 
 attempt of companies in other industries to win buyers over to their own 
substitute products (Reader, 2002; Jones and Hill, 2010) 
  supplier bargaining power and supplier-seller collaboration (Jones and Hill, 
2010) 
 buyer bargaining power and seller-buyer collaboration (Reader, 2002) 
 market manoeuvring and jockeying for buyer patronage that goes on among 
rival sellers in the industry (Reader, 2002) 
Competitive pressures associated with the market manoeuvring and jockeying for 
buyer patronage that goes on among rival sellers in the industry 
Lynch (2000) describes this competitive pressure as traditionally the most powerful 
force whereby competitors implement various strategies to gain market share. The 
competitors are constantly attempting to gain a competitive advantage over rivals 
which results in ever-changing gains and losses. 
Van der Heijden and Vink (2013) in a recent article, estimate the national 
supermarket segment to have fifty-five percent (55%) market share with an estimated 
turnover of R155 billion. The bulk of the turnover is derived from food sales. Large 
growth in the LSM 8-10 black market segment is expected to produce twenty-six 
percent (26%) growth and is estimated to contribute forty-three percent (43%) of the 
total food spend and forty-seven percent (47%) of the total clothing spend by 2015.  
In Moorad (2013), the food market is characterised by four dominant competitors in 
Shoprite, Pick n Pay, ,Woolworths and Spar that enjoy a combined ninety percent 
market share. The clothing industry is also described as dominated by a few key 
players in Edcon, Foschini, Truworths and Woolworths. Both markets are competitive 
with a high level of rivalry with the competitor‟s jostling for increased market share. In 
both industries, the competitors‟ brands are familiar to the market and have an 
established perceived value and quality level.  
The heightened level of competition is amplified by the requirement for WHL to 
increase economies of scale to counter new global entrants to the market and tap 
into the burgeoning potential of a growing middle class (Ndweni, 2013). 
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As discussed in Woolworths Holdings Limited‟s (2012) report, the industry is 
attractive and drawing new global players into the competitive arena.   The 
competitors in food and clothing are attempting to differentiate themselves through 
innovative shop designs, increased ranges, customer information and services as 
well as experience shopping. The consumer‟s ability to switch brands is also very 
low. The advent of loyalty programmes and online services is also an attempt to 
reward loyalty and to discourage switching to competitors. 
The competitive pressures are thus of a high level with a small number of 
competitors, of comparatively the same size, attempting to gain market share through 
economies of scale and reducing costs. WHL is still a relatively small player in the 
market for food and clothing in comparison to the market leaders, Pick n Pay and 
Edcon, which highlights the importance of them increasing buyer patronage. 
Competitive pressures associated with the threat of new entrants into the market 
As discussed in Reader (2002) and Jones and Hill (2010), competitive pressures are 
heavily influenced by the threat of new entrants into the market that potentially can 
erode WHL‟s position in the market. In Ndweni (2013), Woolworths CEO Ian Moir 
highlights a plan for the company to be ahead of the new entrants to the market.  
The South African retail market is changing owing to the high level of global players 
entering or looking to enter the market. This is due to the burgeoning middle class 
and their disposable income. For example, in the clothing division, Spanish fashion 
house, Zara, and Australian fashion retailer, Cotton On, have successfully entered 
the market. Also, H&M from the United Kingdom will enter the market in 2015.On the 
local side, Pick n Pay and Edcon are projected to rebound from a recent lag, and the 
acquisition of the Massmart group by Walmart poses a threat. A viewpoint expressed 
is that Woolworths needs to increase its economies of scale to remain competitive 
against the global entrants. As a result, the Woolworths‟ group have invested in 
online shopping and are rewarding consumers for increasing their basket spend. The 
relatively low-switching costs for consumers necessitate a strategic plan to build 
loyalty to maintain market share. So far, Woolworths has the strongest online 
presence in the South African market which will raise switching costs. WHL focuses 
on the maintenance of the Woolworths‟ brand name which is the most highly-ranked 
South African brand name and built on trust. 
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The competitive pressures are thus high and driving WHL‟s acquisition and 
expansion plans to build a bigger business. The force is a serious threat to WHL as a 
result of competitive pressures arising from the attempt of companies in other 
industries to win buyers over to their own substitute products. 
Competitive pressures arising from the attempt of companies in other industries to 
win buyers over to their own substitute products 
As discussed in Woolworths Holdings Limited‟s (2012) report, the addition of online 
shopping and the need for convenience is sure to change the manner in which 
consumers will shop for food and clothing in future. The threat of substitute products 
thus refers to the ease with which consumers can switch to competitors products. 
The competitors in the industry will need to adapt to the changing patterns and offer 
convenient locations and services, convenient and innovative full basket options and 
value for money.  
As detailed in Ndweni (2013), the current online retail usage accounts for less than a 
percent of the industry turnover. However, this is in line with the initial turnovers 
experienced in Australia, Europe and North America .These markets are now 
experiencing significant contribution to turnover in the range of seven percent (7%) in 
Australia and double digit participation in Europe and North America.  
The clothing consumer has the option to shop down in quality to discounters such as 
PEP stores and Ackermans which offers a substitute option. However, the South 
African consumer has shown resilience in the purchasing of clothing and has not 
resorted to drastic drops in quality. The trend has been for shoppers to move from 
high-end retailers to MR PRICE and WHL that offer a wide range of price ranges 
(Moorad, 2014a). 
Therefore, owing to the current low participation of online sales to total industry sales 
and the trend in clothing retail towards “value for money” purchasing, competitive 
pressures in the industry are currently low. The growth in online has the potential to 
raise the level of competitive pressure. However, WHL‟s strong online presence and 
“value for money” perception in clothing is well-positioned in food and clothing to 
benefit from changing purchasing patterns. 
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Competitive pressures stemming from supplier bargaining power and  
supplier-seller collaboration 
The Woolworths Holdings Limited‟s (2012) report identifies that the market is 
characterised by a commodity-type product in food with a few big players in the 
market that carry significant power. The clothing division is characterised by strong 
local and global competition which is evolving the industry and focussing profitability 
on achieving efficiencies and remaining innovative. Various competitors are 
achieving improved efficiencies by cutting out middle-man services and dealing 
directly with global suppliers. WHL has continued to utilise local suppliers to provide 
locality benefits but has sourced global suppliers where local supply does not offer 
the required level of quality and efficiency. The trend is amplified in the WHL clothing 
supply where supplier relationships with Far East countries, especially China, have 
provided improved efficiencies which have improved lead times and fashion 
relevance. The acquisition of Australian clothing retail groups adds clout to WHL‟s 
purchasing power in the global arena. 
In Van der Heijden and Vink (2013), it is noted that South African supermarkets are 
utilising a limited number of preferred suppliers with vertically-integrated procurement 
systems. The supply chain is strongly favouring suppliers with large volume 
capabilities and reliable delivery systems. The resulting weak bargaining position of 
suppliers has forced them to carry additional costs and payment terms in order to 
remain competitive. The small number of large competitors with large bargaining 
power, the large market size and the nature of the product dictates that the seller has 
the majority of the bargaining power. The market is thus characterised by strong 
competitors who are looking to drive down costs in all divisions to maintain and 
improve profitability. The introduction of house brands further allows sellers the 
opportunity to integrate supply chains vertically to maximise efficiencies and to drive 
down costs.  
The factors create a market place characterised by sellers with strong and suppliers 
with weak bargaining power resulting in low competitive pressures. WHL has a 
slightly different view on the relationship and perceives benefits in an integrated 
relationship that adds value to both parties. The integrated relationship is thus utilised 
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to allow both supplier and buyer to develop collectively (Woolworths Holdings 
Limited, 2012).  
Competitive pressures stemming from buyer bargaining power and seller  
–buyer collaboration 
The consumer is becoming more educated and informed, and these factors are 
driving their purchase choices. The switch-over costs to competing brands are low, 
so shoppers have higher negotiating leverage in the relationship. The on-line offering 
and Internet are also providing customers with readily available information. As 
discussed in the Woolworths Holdings Limited‟s (2012) report, customers are 
beginning to demand more information as to from where products are sourced and 
are shopping in alignment with the ethical and environmental attributes of a 
company.  
The competitors also have low-switching costs unless an integrated supply chain 
relationship exists. The low number of competitors, with large buying power, ensures 
that the supplier is very dependent upon the company‟s patronage. Owing to the 
limited number of large suppliers and competitors, supplier pricing is relatively easy 
to determine between competitors and thus acts as a leverage for competitors to 
drive down cost as their bargaining power is immense (Van der Heijden and Vink, 
2013).            
For Van der Heijden and Vink (2013), the market is characterised by competitors 
attempting to drive down costs. The evolution of high-margin house brands creates a 
threat to the suppliers as vertical integration could become an even more viable route 
to reducing costs. WHL also holds significant advantages in their well-integrated 
supplier relationships. The industry competitive force is thus low, but with the 
potential to increase. 
 Hough, et al. (2011) and Jones and Hill (2010) identify that the collective strength of 
the competitive forces will determine the attractiveness of the market and the 
potential for profits. The stronger the collective forces are, the less attractive the 
profitability of the market will be and vice versa. The industry in which Woolworths 
operates is characterised by competitive forces that are medium in nature. The 
jostling for competitive advantage amongst rivals is an important force, and while 
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competition has increased, the rivals have waged battles through improving 
efficiencies, improving shopping experiences, differentiating their product lines and 
introducing innovative features such as online and new store layouts.  
The avoidance of a price war is imperative to the profitability of the industry and will 
heavily influence its profitability. For the moment, this pressure is medium but could 
be negatively influenced by the entry of new rivals into the industry. The threat of 
substitute products is a low pressure but online services have the potential to 
influence this category in future. In addition, the bargaining power of suppliers is very 
low and contributes a low pressure. On the other hand, the bargaining power of 
buyers is increasing but still relatively unstructured and dispersed thus allowing for a 
medium pressure. As a collective, the industry pressure is medium, and in a growing 
market, holds potential for good profitability. Therefore, for WHL the competitive 
arena offers opportunities but with a few key risks of which they need to be mindful. 
2.2.4 Industry driving forces and key success factors 
Hough, et al. (2011) and White (2004) identify key driving forces that influence the 
industry and encourage competitive change. The identification of the key industry 
drivers will allow for further insight to assist with creating correct strategy based upon 
relevant data. A study was conducted by Cheng, Lai and Yeung (2008) to identify the 
driving forces of customer loyalty amongst retail internet service providers in Hong 
Kong. The driving forces of customer satisfaction, switching costs and price 
perception were identified and recommended as key success factors. 
The driving forces identified as relevant in the particular industry include: 
 Changing face of technology in retailing in the form of omni-channel requiring 
retailers to be able to offer multiple products through multiple channels (Greeff 
and Mfuni, 2010) 
 Impact of the entry of global competitors into the market place necessitating 
the achievement of higher economies of scale amongst current role players.  
  Good locations and the utilisation of technology to differentiate themselves 
and drive down costs are key to future success in the industry  
 Access to customer information to better satisfy their customer needs is 
essential (Greeff and Mfuni, 2010) 
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The positive future-growth projections in the industry are intensifying competition and 
driving the race for more market share (Greeff and Mfuni, 2010). In addition, the 
changing demands in consumer tastes are requiring innovative new products, layouts 
and experiences. Linked to this are improved service levels as well as  the availability 
and convenience of financial services (Hough, et al., 2011).The focus is also on the 
reduction of costs and increased efficiency to improve profitability. For example, in 
food retailing the focus is in operations and supply-chain efficiency while for clothing, 
improved fashion relevance and lead times are key (Greeff and Mfuni, 2010). 
The growing consumer awareness around social and environmental issues linked to 
company sustainability is also important considerations. Economic factors such as 
the poor water and electricity supply add support to company‟s focusing on 
sustainability as there are efficiency savings to be derived (Greeff and Mfuni, 2010). 
Consumers are at the same time also looking for “value for money” and a proposition 
that entails more than just a product. As a result, the perception created is a key 
element to gaining market share (Greeff and Mfuni, 2010). 
In an industry characterised by fast-paced change, leadership competence is also 
required to navigate the increasing complexity and diversity of the workforce and 
workplace (Greeff and Mfuni, 2010). For Hough, et al. (2011), a determination of the 
impact of the driving forces is also highlighted. In addition, a collective analysis of the 
forces is required to determine its impact on the industry‟s profitability. 
However, the strongest force is the growth in the industry‟s market size which is 
partly counter-balanced by the entry of new rivals and a new discerning consumer. 
This consumer is also demanding innovative new offerings which are environmentally 
informed. The technology driver also has an influence on most of the driving forces 
and plays a critical role. There are opportunities and threats amongst the drivers, 
which will require companies to implement sustainable strategies correctly. As a 
whole, the driving forces offer an attractive potential for prudent competitors to gain 
market share and improve profitability. In Ndweni (2013), the need for WHL to 
achieve economies of scale is highlighted as essential to be able to compete against 
global players.  
Once the driving forces have been established, it becomes possible to determine the 
key success factors in the industry. The key success factors are a good tool to 
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evaluate and control the strategy, which is derive from the driving forces in the 
industry (Thomas White, 2004). The key success factors in the industry include the 
ability to: 
 offer multiple products through multiple-channels offering innovative options 
and products (Greeff and Mfuni, 2010) 
 utilise technology to improve innovation and efficiencies as well as the ability 
to utilise technology to better engage customers (Greeff and Mfuni, 2010) 
 achieve increased economies of scale in order to compete more effectively 
against large global competitors (Greeff and Mfuni, 2010) 
 gain market share through effectively tapping into the burgeoning middle-class 
segment (Greeff and Mfuni, 2010) 
 utilise sustainability to satisfy the growing consumer awareness around social 
and environmental issues and to improve efficiencies (Greeff and Mfuni, 2010) 
 satisfy the current trend of “value for money” (Greeff and Mfuni, 2010) 
 have strong leadership (Greeff and Mfuni, 2010) 
2.2.5 Group Mapping 
Lynch (2000) describes group mapping as a good method to follow-up the general 
competitive forces analysis as it allows for the further analysis of specific elements 
within an industry. Niewoudt (2010) conducted an environmental strategy for Pepkor 
Retail Limited in South Africa and included a group map of the competitors within the 
retail clothing industry. 
Lynch (2000) and Hough, et al. (2011) concur that companies have differing market 
positions that allow them to retain more-or-less competitive positions in the industry. 
The use of strategic-group mapping is also a powerful technique to determine the 
market position of competitors in an industry. It allows for the comparison of 
competitors along similar industry characteristics such as the number of locations, 
pricing and quality categories, differing distribution channels and product features. 
The strategic group map also indicates direct and indirect competitors in an industry 
by grouping similar role players together. 
To construct the strategic group map, the characteristics of price and quality, on the 
horizontal axis, and the number of locations, on the vertical axis, was identified as 
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important measures in the industry. The size of the individual competitor is a key 
characteristic, indicated by the group map circle size, to determine the individual 
competitor‟s market share. In addition, the achievement of economies of scale was a 
key objective of companies in the industry (Ndweni, 2013). Naidoo (2011) notes that 
market share in the industry will be dictated by the retailer with the most number of 
outlets. The characteristics of price and quality were utilised as they are suitable 
indicators of the LSM income segment. The characteristics are also influenced by the 
resilience of the higher-income segment and the burgeoning middle-income 
segment.  
The group mapping exercise was split between clothing and food to better indicate 
the positioning of the various competitors. The number of stores was narrowed down 
to only include relevant stores in the food and clothing industry, but also took into 
consideration store numbers outside the South African border as they reflected the 
influence on economies-of-scale capabilities. Figure 2.1 illustrates the Group Map 
within the South African clothing retail industry. 
Figure 2.1: Group Map of Clothing Retail Industry   
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Source: Fastmoving (2013) 
Figure 2.1 indicates the broader appeal of WHL and the similar number of locations 
of WHL in relation to the competition. However, Edcon is clearly the market leader in 
turnover and market share. WHL competes in a highly-competitive market with many 
competitors concentrating on a similar income and LSM bracket clientele. Figure 2.2 
illustrates the group map of the South African food retail industry. 
Figure 2.2: Group Map of Food Retail Industry 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Fastmoving (2013) 
Figure 2.2 indicates the high LSM appeal of WHL in relation to the competitors in the 
market. Significantly, WHL has far less food store locations than its competitors. The 
market is dominated by Pick n Pay in the higher LSM groupings, and Shoprite in the 
lower LSM groupings. 
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2.2.6 A SWOT analysis of the South African retail industry 
A SWOT analysis is an acronym for the strengths, weaknesses, opportunities and 
threats of a business or industry. The clarification of internal strengths and 
weaknesses allows for the avoidance of external threats and builds and capitalises 
on opportunities identified in the analysis.  The analysis provides an insightful look 
into a product, business or industry which allows for proactive and relevant strategic 
actions while avoiding reactive actions. It provides insight into what a company or 
industry‟s current situation is and what is required to achieve success (Simoneux and 
Stroud, n.d.; Jones and Hill, 2010). In Danca (2005), a SWOT analysis was 
conducted on the drastic decline of independent retailers in the United States with 
specific reference to hardware stores. It identified a few independent players in the 
market that continued to thrive as they offered high-service levels and convenient 
locations. A SWOT analysis was also conducted on the South African retail industry.  
a) Strengths 
 A sophisticated retail sector with a few established players in the market who 
feature favourably in the world retail group rankings (Thomas White, 2011) 
 A market characterised by very high barriers to entry that prescribes that 
global competitors generally enter the market through mergers and 
acquisitions (Ndweni, 2013) 
 The most-developed road and rail infrastructure in Africa (Thomas White, 
2011) 
 A relatively stable political environment with a dominant ruling party in the 
African National Congress (Thomas White, 2011) 
 Prudent fiscal policy allowing for a weathering of the global recession (Thomas 
White, 2011) 
 Stable interest and inflation rates that improves business confidence (Gauteng 
Province Provincial Treasury, 2012) 
 The country is the financial hub of the continent with well-respected financial 
institutions (Thomas White, 2011) 
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b) Weaknesses 
 The country has high levels of poverty and unemployment as a result of a lack 
investment in education during the apartheid era that has hampered economic 
growth. This has resulted in a skills deficit (Thomas White, 2011) 
 There is a skewed income distribution with four percent (4%) of the population 
accounting for thirty-nine percent (39%) of personal income (Whitehouse, 
2011) 
 The business confidence in the country is low and effecting investment. This is 
a result of allegations of corruption within the ruling party and its president, 
Jacob Zuma, and a highly-fluctuating currency which is hampering planning 
and foreign direct investment (Gauteng Province Provincial Treasury, 2012) 
c) Opportunities 
 The development of dual income households has increased disposable 
income levels (Monteiro and Matuto, 2009) 
 The upper end consumer, in the LSM 8-10 bracket, is less constrained by the 
economic downturn (Radebe, 2013) 
 A growing middle class and rural dwellers migrating to urban centres is 
creating a higher demand for household goods and services. The emerging 
market is very brand conscious (Greeff and Mfuni, 2010)  
 The increase in Internet usage and online purchases provides opportunities to 
reach new markets and attract new clientele (Gauteng Province Provincial 
Treasury, 2012) 
 Retailers are expanding rapidly which allows for increased economies of scale 
to compete more effectively and efficiently. The advent of internationalisation 
is allowing companies to leverage off vastly increased economies of scale to 
outcompete competitors (Gauteng Province Provincial Treasury, 2012) 
 The consumer is reacting favourably to loyalty programmes which are allowing 
retailers the ability to increase basket size and shopping frequency (Gauteng 
Province Provincial Treasury, 2012) 
 The South African retail industry is expected to significantly grow from R620 
billion in 2011 to R938 billion by 2015 (Gauteng Province Provincial Treasury, 
2012) 
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 The popularity of house brands is increasing and allowing retailers to gain 
higher margins and the ability to differentiate their product (Thomas White, 
2011) 
 A characteristic of the market is an increase in demand for convenience 
shopping which allows for faster and safer shopping with longer shopping 
hours. This allows retailers new opportunities to gain market share (Thomas 
White, 2011) 
 There is a growing demand for organic products as consumers become more 
aware of environmentally-friendly business practices (Ndweni, 2013) 
 The market is characterised by the need for competitors to drive down costs to 
be able to compete effectively. This is achieved through improving efficiencies 
in operations, logistics and warehousing as well as closer supplier 
relationships. A growing trend is a closely integrated relationship with key 
suppliers with a common focus (Woolworths Holdings Limited, 2012) 
c) Threats 
 Poor labour relations and increasing wage disputes are stunting productivity 
and increasing operational costs (Louw, Trotskie and Geyser, 2013) 
 HIV/AIDS can negatively impact long-term growth with a direct impact on the 
workforce supply and funds allocated to the treatment of the disease (Thomas 
White, 2011) 
 Various global retail players are showing interest in setting up bases in South 
Africa in order to expand operations further into Africa which would raise the 
level of competitive intensity (Gauteng Province Provincial Treasury, 2012) 
 Rising food costs could impact negatively on profit margins (Gauteng Province 
Provincial Treasury, 2012) 
 Power shortages are a common occurrence and could stunt investment as it 
has an direct effect on productivity levels (Thomas White, 2011) 
 The increase in fuel prices has a direct influence on cost and is a major 
consideration (Louw, et al., 2013). 
 The growing influence of left wing political parties poses a threat to currently 
attractive market friendly institutions (Thomas White, 2011) 
 The implementation of Black Economic Employment (BEE) generates short-
term compliance costs (Thomas White, 2011) 
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 The consumer has become more demanding and is looking for the latest 
trends which require companies to closely monitor and satisfy their needs or 
they will shop elsewhere (Ndweni, 2013) 
 Consumers are looking for value for money and are prepared to shop down 
which has resulted in growth for companies, such as Mr Price (Moorad, 
2014a). Also, imports of cheap clothing are a threat (Monteiro and Matuto, 
2009) 
 The entry into the marketplace of Walmart in food retail is a concern to current 
competitors owing to their size and massive buying power. There is concern 
that a price war would result in local competitors not being able to compete 
(Thomas White, 2011) 
 The emerging consumer grouping will hamper growth if they do not receive a 
decent education. Without basic education the emerging market will add to the 
problematic high unemployment rate and not offer an opportunity for retailers 
to tap into their potential disposable income (Thomas White, 2011) 
2.2.7 Strategic stance and actions of the main players in the South African 
retail industry including WHL  
The Woolworths Holdings Limited‟s (2013) report and Hough, et al. (2011), South 
Africa has a highly-competitive retail environment which requires companies to 
clearly understand their competitors strengths and weaknesses and their strategic 
intent. This allows them to more effectively compete as they are able to predict and 
correctly react to competitive actions and correctly align their own strategy. Lynch 
(2000) concurs and describes competitor profiling as vital to the development of 
corporate strategy as it provides insight into competitor strategies. White (2004) 
indicates that strategy constantly changes as competitors change strategy. WHL has 
a unique split in that it caters to the food industry as well as the clothing industry. 
Therefore, a strategic analysis is required of key competitors in both industries. 
The food industry is dominated by a few large players such as Pick n Pay, Shoprite, 
Spar, Massmart and WHL. 
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a) Pick n Pay Holdings Limited 
In the Woolworths Holdings Limited‟s (2012) report (Anon., 2012), Pick n Pay is 
identified as the strongest competitor in the food industry owing to their market share 
and similar LSM grouping. The company has lost market share and experienced 
negative growth as a result of the need for restructuring. The company has strengths 
in a massive coverage of the local market which provides them with large economies 
of scale and an established brand name. 
Pick n Pay Holdings (2013) identify the following findings as characterising Pick n 
Pay‟s business strategy: 
 Entering the low to medium LSM segment through the Boxer division with an 
aggressive expansion programme  to broaden its appeal  
  Continuing to invest heavily in its Smart shopper loyalty programme with five 
million active card holders comprising sixty percent (60%) of the company 
turnover. The loyalty programme provides Pick n Pay with a significant 
competitive advantage  
 Providing a single specialised-category buying division and key site selection 
process has been implemented to address a severe shortcoming. Store 
enhancements and good locations have also received focus as areas of 
concern  
 Having the strong reputation of the house brand is a key element of the 
strategy and contributes a healthy fifteen percent (15%) towards the store 
turnover  
 Building a new cost-effective replenishment system to improve the deficiency 
in the supply chain  
 Growing the franchise model is a key element of the business strategy  
  Moving away from its decentralised model and is employing a nationally-
based specialist function programme to support stores more efficiently and to 
reduce costs  
 Integrating sustainability and pro-environment features has been incorporated into 
the core business. However, Pick n Pay is criticised for not addressing their high-cost 
base and the continuing labour issues. The company has failed in attempts to reduce 
the labour force and has subsequently offered staff voluntary packages to reduce its 
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top-heavy management structure (Moorad, 2013). In Ndweni (2013), WHL Chief 
Executive Officer, Ian Moir, notes that the present position of Pick n Pay allows WHL 
to gain market share, but that the window of opportunity is small and that the 
company is sure to rebound.   
Pick n Pay remains the market leader in the upper-income food retail industry with its 
wide-spread locations and the economies of scale that it provides. However, the 
company is momentarily vulnerable and losing ground to competitors whilst it 
realigns its strategy through addressing operational, supply chain and distribution 
deficiencies. It still remains a strong threat to WHL in the high LSM sector. 
b) Shoprite Holdings Limited 
Shoprite Holdings is the largest food retailer in Africa with an expansion strategy plan 
to remain the leader in the market (Shoprite Holdings Limited, 2013). The company 
has a broad company offering which is aligned to the demographics of the South 
African consumer with a major emphasis on the low to middle income groups 
(Shoprite Holdings Limited, 2013).  
Shoprite Holdings Limited (2013) identify the strategic intent of the company as: 
 Expanding the Shoprite supermarket division into lower-income residential 
areas with a wider offering including a pharmacy and liquor store offering. The 
offering was implemented  to counter increasing competition  
 Repositioning the Checkers supermarket division to cater for the higher LSM 
8-10 markets and is offering specialist products such as imported cheese and 
wine and branded meat offerings  
  Aggressively expanding their low LSM offering through the USAVE division, 
and utilising innovative ideas to find prime store locations in conjunction with 
developers  
 Offering a one-stop shop experience at the supermarkets with an in-house 
pharmacy, liquor store and money market.  
The group produced muted growth in 2013 with single-digit growth in an environment 
wherein their major focus of low- to medium-income customers was burdened by 
high debt and low income growth. However, the group has a distinct advantage in 
Africa as this market was entered into as early as the 1990s, in which Shoprite is 
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well-established. The company has also expanded rapidly and vastly increased its 
economies of scale (Moorad, 2014b). 
The company has also gained market share from Pick n Pay and is a strong threat to 
WHL through their expansion of the Checkers brand into the higher LSM markets. 
The high economies of scale they are able to generate provide them with a major 
advantage. Similarly to WHL, it is surmised that they are growing the brand through 
the defection of Pick n Pay customers. The brand presence in Africa poses a threat 
to the African expansion of WHL. 
c) SPAR Group Limited 
The SPAR group is a wholesaler and distributor to various independent retailers 
trading under the SPAR brand. The group caters to the higher LSM grouping through 
well-positioned and widespread localities. The company focuses on a blend of high 
traffic key locations through its SUPERSPAR and SPAR brands while offering 
convenience through the KWIKSPAR brand (SPAR Group Limited, 2013). 
The SPAR Group Limited (2013) describe their strategic focus as: 
 Developing a world-class replenishment system through supply chain 
optimisation  
 Creating an improved pricing perception through improved buying, commodity 
trading and a strong promotional campaign  
 Offering a comprehensive range of products with a focus on fresh produce 
and in-house brands  
 Diversifying the brand range  
 Developing motivated and competent people  
 Building a sustainable environment through transformation and environmental 
consideration 
The strategic focus of the company has many similarities to that of WHL and is 
similarly positioned. The private brand expansion focus needs to be noted by WHL. 
The group is well-positioned to expand in line with the growing middle class and has 
focused on its appeal to the black market. The group remains a smaller player in the 
market, but is growing ahead of the competition in the market. The company is also a 
strong threat to WHL. 
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d) Massmart Holdings Limited 
The company operates a broad and differentiated portfolio of retail and wholesale 
formats across the complete LSM 1-10 groupings. They look to achieve a competitive 
advantage through a high volume and low-cost business model (MASSMART 
Holdings Limited, 2013). 
MASSMART Holdings Limited (2013) identify the company‟s strategic plan as: 
  Developing their people skills set  
 Expanding their plan in South Africa and Africa  
 Strengthening the supply chain to further improve efficiencies  
 Introducing high-margin private label brands  
 Launching  more financial services  
 Introducing retail food through the Cambridge, Saverite, FOODCO and Makro 
brands  
 Introducing a wider range of categories to the business  
 Building a sustainable business through attention to climate change, BBBEE, 
governance and integration 
The company has experienced slow growth since the acquisition by Walmart in 
South Africa and Africa. Massive investments have been put into the expansion and 
building of a world-class distribution system. The group has a strong presence in the 
LSM 6-10 markets through the Makro brand which poses a direct threat to WHL. The 
group is also positioned to gain market share after the strengthening programme 
undertaken which threatens the existing market leaders (Moorad, 2014c). 
The clothing industry is dominated by a few large players in Edcon, MR PRICE, 
Truworths, Foschini and WHL. 
e) EDCON Holdings Limited 
The Woolworths Holdings Limited‟s (2012) report identifies EDCON Holdings as the 
strongest competitor in the clothing industry owing to their dominant market share. 
The group is the largest non-food retailer in South Africa with a market share of 
almost double the size of its closest competitor. The company brands offer a broad 
appeal in the LSM 4-10 segments. The company aims to focus strategically on four 
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levers in the form of store growth, expansion plans, margin expansion and credit 
(EDCON Holdings Limited, 2013). 
According to EDCON Holdings Limited (2013), the strategic approach of EDCON 
Holdings is as follows: 
 Focusing on highly-profitable customer groups and categories. Special 
attention is placed on reducing the sales on credit of low-margin categories 
such as cellphones  
 Introducing centralised procurement to further improve supply-chain 
efficiencies through better lead times and direct sourcing  
 Having tighter credit-control policies to reduce bad debt levels  
 Having plans to expand further into surrounding African states  
Adding global brands such as Dune, Lucky Brand and TM Lewin aimed at the upper-
end market since being purchased by the private equity specialist Bain Capital in 
2006, the group has only experienced single-digit growth and has amassed a current 
debt of R19.5 billion. The group has also experienced a loss of R5 billion in the last 
period owing to hefty financing costs and needs to invest a further R1.1 billion in 
store revamps and extensions. Alarmingly, their liabilities exceed assets by R1.5 
billion. Bain Capital is rumoured to want to sell off the group once a turnaround 
programme raises their attractiveness on the Johannesburg Stock Exchange 
(Hassenfus, 2012). 
EDCON Holdings is rated as the best company to work for in the retail sector and 
continues plans to create a high-quality work force. Their ability to source quality 
people and to retain staff is seen as a competitive advantage in the industry. The 
group has positive labour relations and has not had strike action during the past ten 
years (EDCON Holdings Limited, 2013). 
However, Edcon is also embarking on retrenchments in 2014 to reduce its current 
cost base as it has gradually lost market share since 2007.The poor credit 
environment has resulted in a decrease of 100 000 credit customers. The company 
sold the private-label store card portfolio to ABSA and since has battled with credit 
availability (Moorad, 2014d). 
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Although the company has completed a transformation programme whereby seventy-
two Edgars‟ stores have been refurbished to improve efficiencies, the turnaround 
strategy is still in its infancy stage (EDCON Holdings Limited, 2013). As discussed in 
Thomas (2014), doubt has been raised as to the suitability of the changed strategy of 
aiming their flagship Edgars brand at the very top end of the market whilst they 
previously aimed at the family segment. 
Therefore, opportunities exist for WHL and other industry competitors to gain market 
share from the market leader that has severe issues to address with no apparent 
short-term solutions. The suitability of its new strategy has also been heavily 
criticised (Moorad, 2014a). 
f) MR PRICE Group Limited 
The group is a cash-driven fashion value retailer that has grown steadily during tough 
economic times (MR PRICE Group Limited, 2013). The company aims at upper-end 
customers looking for fashionable products at value providing prices (Thomas, 2014). 
The MR PRICE Group Limited‟s (2013) strategic focus is as follows: 
 Identifying  high-quality and well-positioned store locations  
 Expanding space in high turnover stores and reducing  space of low turnover 
stores  
 Internalising the business with an initial move into Africa and then beyond, 
achieving growth through expansion into new territories and not through 
acquisitions 
 Growing new communication channels to more effectively engage with 
customers. The online offering has grown three fold in the past year 
 Increasing  operating margins through improved inventory management and 
clearly-defined customer targeting  
According to MR PRICE Group Limited (2013), the strategy is to be achieved through 
investment in: 
 Developing people  
 Improving the supply chain starting with a new distribution centre in Durban 
and a new distribution planning system 
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 Ultilising information technology 
MR PRICE will invest R2bill in the next three years to help solidify its position as 
Africa‟s top fast-fashion retailer. This is a move to counter the entry of new global 
players and to compete against local competitors that are adding scale to their 
operations (Moorad, 2014a). 
The company has already gained market share owing to turnaround problems 
experienced by Edcon and the retail credit providers, Foschini and Truworths, who 
have tightened up on their credit-granting parameters. The opinion is that MR PRICE 
is the best positioned clothing retailer to weather the economic downturn (Moorad, 
2014a). 
MR PRICE and Woolworths have benefitted from customers “shopping down” from 
more up-market retailers to a discounted product offering style at a cheaper price. Mr 
PRICE is a direct threat to Woolworths as it is aimed at and drawing new consumers 
from a similar customer target market (Moorad 2014a). 
g) Truworths International Limited 
Truworths International Ltd is an investment holding and management firm that is 
involved in the retailing of fashion apparel and related merchandise in South and 
Sub-Saharan Africa (Truworths International Limited, 2013).   
Truworths International Limited (2013) describes the strategy of Truworths as: 
 Being the first to market with the latest fashion apparel  
  Providing fashion styling of an international standard 
  Focusing on the youth market by offering aspirational lines at an affordable 
price  
 Growing the credit account base to attract a wider customer range through 
affordability  
 Improving efficiencies in the supply chain by reducing local and international 
lead times by improving supplier relationships and enhancing buying 
processes  
 Growing the number of stores in South Africa and Africa to gain greater 
market share, and  seeking opportunities for acquisitions  
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 Sourcing key locations in shopping centres  and town centres  
 Attracting top talent and developing people 
 Accelerating transformation through the BBBEE scorecard  
 Widening product lines  
 Utilising technology to negate the risks in fashion 
 
The current economic environment has resulted in Truworths applying very 
conservative credit granting criteria that has resulted in single-digit growth. The group 
is heavily reliant on credit sales with it contributing seventy-one percent (71%) of 
turnover. The credit environment is volatile with a drop in consumer spending as a 
result of the deteriorating economic environment. The group has been forced to 
address defaulting customers by writing off R642 million in bad debt. The group has 
many brands that are imported, and thus US dollar denominated, which requires the 
company to manage the highly-volatile current exchange rate carefully (Moorad, 
2014e). 
The heavy reliance on credit also severely impacts on the strength of the group and 
opens the door for WHL to gain market share. 
h) Foschini Group 
Foschini is a leading independent chain-store group that has built a reputation for 
correctly matching merchandise to their various and broad-segmented markets (The 
Foschini Group, 2013). The company is credit-driven and has been forced to clamp 
down on credit granting during the trying economic times to protect the quality of their 
debtors‟ book. This is due to a steep increase in bad debts. Therefore, their client 
base is stressed in the current climate. The short-term outlook is not positive for the 
group with disposable income not expected to improve in the short term (Moorad, 
2014a).  
The Foschini Group (2013) describes the strategy of Foschini as: 
 Leveraging the strength in the management of the debtors‟ book  to minimise 
credit-granting risk  
 Utilising the client-relationship management programme across all brands    
 Centralising key functions to enhance efficiencies and economies of scale   
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 Enhancing the retail experience   
 Focusing on ongoing store development    
 Achieving best-in-class operations standards  
 Increasing the number of active card holders  
 Expanding the store base in South Africa and Africa  
 Meeting customer preferences closely through a flexible supply base  
 Improving the omni-channel strategy  
 Investing in developing leaders 
 Building a sustainable business 
The poor credit climate places the company in a weak position and favours cash and 
value for money retailers such as MR PRICE and WHL. 
i) Woolworths 
WHL aims at the high income 8-10 LSM market segment with a particular focus on 
the growing black market segment which has shown strong resilience during the 
financial crisis. The company thus offers a polarised appeal while focusing on the 
resilience of the higher income groups. In the clothing division, the focus is on 
offering a broad product offering which is fashionable and appealing to a wider LSM 
segment. In the food division, the focus has been on increasing the basket spend of 
its high LSM clientele through wider ranges and reduced prices on key lines. In both 
divisions, the perception of quality at a reasonable price is driven (Woolworths 
Holdings Limited, 2013). 
 According to Woolworths Holdings Limited‟s (2013) report, the strategic objectives 
for the 2013 to 2014 financial year are: 
 To build stronger, more profitable customer relations  
 To become a big food business  
 To be a leading fashion retailer in the Southern Hemisphere  
 To become an omni-channel business 
 To continue to build the business in the rest of Africa To offer customers 
simple, convenient and rewarding financial services  
 To embed the Good Business Journey throughout the business  
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The objectives are closely aligned to the key success factors in the industry. The 
objectives are to be driven through focusing on Woolworths Customers, Woolworths 
Operations, Woolworths People and the Woolworths Good Business Journey. 
2.3 CONCLUSION 
The South African retail industry is sophisticated and dominated by a few big players 
in the food and clothing sectors. The market is unique and has been shaped by 
abnormal political influences that created a polarised society. The market holds high 
potential owing to the burgeoning young middle class that is also attracting global 
attention. The threat of large global competition is thus a major driving force in the 
sector. The threat has sparked a race amongst the local competitors to grow bigger 
through local, regional and global growth. The need is to increase the economies of 
scale to compete more effectively.  
The market is characterised by competitive forces that are medium in nature and 
driven by the changing face of technology, the impact of the entry of global players, 
strong future growth projections, changing consumer tastes, cost controls and 
improved efficiency and sustainability awareness. The study then identifies key 
success factors, and the industry SWOT analysis clearly indicates the positive 
aspects within the retail arena. 
The poor economic climate has affected most players in the market with the market 
leaders, Pick n Pay and Edcon, experiencing problems which have offered 
competitors the opportunity to grow and gain market share. The competitors offering 
credit have had to readjust their credit parameters with cash-based competitors 
reaping the benefits.  
Chapter three provides an internal analysis of WHL. The study analyses the 
effectiveness of the company‟s current strategy and identifies the company 
competencies, competitive advantages and weaknesses. The study then analyses 
the value chain and discusses strategic issues and concern areas. The study 
concludes with an introduction to the supermarket concept and analyses the industry 
life cycle. 
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CHAPTER THREE: INTERNAL ANALYSIS OF WOOLWORTHS HOLDINGS  
LIMITED 
 
3.1 INTRODUCTION 
The Woolworths brand has confounded experts for the past decade with profits 
increasing from R6 billion to R51 billion during a recessionary period. This has 
occurred whilst their strongest competitors in food and clothing were experiencing 
stunted growth with increasing unemployment, declining economic growth and 
poverty-posing obstacles (Shevel, 2014). 
The group targets the LSM 8-10 level income groups that have traditionally been less 
influenced by the rising cost of living. At the same time, WHL has expanded into the 
lower-end market with a value-oriented offering. This has been linked to an emerging 
black middle class that now accounts for fifty-five percent (55%) of WHL‟s customer 
base versus a ten percent (10%) contribution twenty years ago (Shevel, 2014). 
The clothing division is positioned to appeal to the younger black consumer through a 
more fashionable offering. This has required an improvement in the clothing 
purchasing cycle turnaround period in a manner similar to Foschini and Truworths. 
The complexity of the situation is that WHL is utilising the aspirational element of its 
brand to appeal to both the wealthy and to the lower-end of the market though a 
quality and value offering. This has required a marketing campaign to change the 
perception of WHL as an expensive option to one of “value for money”. The group 
thus differentiates its product lines between luxury and core items to provide a 
polarised offering. With the increase in clientele has come a widening of the product 
lines to gain a bigger basket size purchase from its current clientele (Shevel, 2014). 
An opinion of Shevel (2014) is that WHL is using the aspirational nature of its brand 
name to appeal to the polarised nature of the South African consumer as they 
become more affordable. Is it a case of WHL most clearly understanding the needs 
of the South African consumer and adapting accordingly or are they altering their 
game plan to gain short-term profits at the expense of an exclusive brand name? 
Chapter three outlines the history and background of WHL which provides insight into 
their origin and describes the elements that have been instrumental to their success. 
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The chapter then describes the ownership and divisional structure of the group, 
followed by discussing the unique business model WHL has employed and looks at 
strategic considerations. Finally, a more detailed description of the supermarket 
concept is provided. 
3.2 HISTORY AND BACKGROUND OF WOOLWORTHS HOLDINGS LIMITED 
During the Great Depression of the 1930s, South Africa suffered from industries 
having to shut down, sky-rocketing unemployment and drastically-reduced exports. 
The situation was further compounded by South Africa refusing to follow Great Britain 
in leaving the gold standard, which resulted in large amounts of cash being 
withdrawn from the country (South African History Online, 2014). In this tough trading 
environment, Max Sonnenberg opened the first Woolworths store in Plein Street in 
Cape Town in 1931.The company followed a business model of selling quality goods 
at a good price on a cash basis. 
Max Sonnenberg‟s vision was to develop a chain of stores based on Woolworths 
Australasia Ltd, but Woolworths South Africa had no affiliation with Woolworths in 
Europe, North America and Australia. In 1934, wealthy businessman Elie Susman 
provided the financial backing for Woolworths to open a second store in Durban. By 
1935, other stores were opened in Port Elizabeth and Johannesburg. Building on its 
success, Woolworths turned to the public for more capital and Woolworths Holdings 
Ltd listed on the Johannesburg Stock Exchange in 1936 (Thomas, 2012). 
Woolworths then formed a strategic alliance with Marks & Spencer, from the United 
Kingdom, in 1947. Marks & Spencer bought all unissued shares and injected capital 
into Woolworths. This further led Woolworths to adopt the Marks & Spencer business 
model of private label branding (Thomas, 2012). 
Woolworths then merged with Truworths in 1981 to form a holding company called 
Wooltru. The holding company added on further retail assets such as Makro, Game 
and Dions. In 1997, Wooltru unbundled partially, and WHL relisted on the JSE with 
the full unbundling coming into effect in 2002 (Thomas, 2012). 
Max Sonnenberg‟s success was due to his innovative ability to capture the minds of 
the customers through the unique store policy that set WHL apart from their 
competitors. The innovative abilities of Sonnenberg were transferred into the way in 
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which WHL operated. This innovation can be seen throughout WHL‟s evolution over 
the past eighty years in numerous areas of the company from employees to 
technology as well as their products (Woolworths Holdings Limited, 2013). 
WHL utilised technology in the 1960‟s by concluding a lease agreement for their first 
computer and a decade later were operating a computerised merchandise system. In 
1974, WHL became the first retailer to apply “sell by” dates on their product food 
packaging. The company was also one of the first to offer employees a pension fund, 
medical aid and maternity leave. This was done to source and retain high calibre 
employees (Thomas, 2012). 
Woolworths has grown over the past 82 years to approximately 448 stores in South 
Africa, the rest of Africa, the Middle East and Australasia. With its growth and the 
many subsequent environmental changes, the company has kept to its core values of 
quality and style, service, integrity, value, energy, innovation and sustainability.  
3.3 WOOLWORTHS HOLDINGS LIMITED’S OWNERSHIP STRUCTURE 
WHL consists of four divisions, as depicted in Figure 3.1. Woolworths is split into two 
divisions in the form of Woolworths Food and Woolworths Clothing and General 
Merchandise.  
Figure 3.1: WHL Ownership Structure  
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Source: Woolworths Holdings Limited (2013) 
3.3.1 Woolworths Food  
The division is aimed at the high-income bracket with a focus on offering exclusive 
quality and value through its private-label product lines. The group has introduced a 
supermarket concept and is expanding its ranges and reducing prices to offer 
improved “value for money”. This is to achieve a bigger trolley purchase from its 
existing clientele (Woolworths Holdings Limited, 2013). 
The “quality” requirement necessitates a close relationship with suppliers who are 
carefully selected and are bound by the Woolworths Code of Business Principles and 
regularly assessed. A strict adherence to cold chain procedures is implemented to 
maintain quality control (Yoffie and St. George, 1998). 
3.3.2 Woolworths Clothing 
The clothing division has not suffered from the economic downturn and highlights the 
South African consumers‟ passion for clothing. WHL is well-placed to benefit from 
consumers opting to step-down in quality perception to MR PRICE and Woolworths.  
Woolworths has shown resilience in tough times as it offers a broad range of clothing 
catering to various LSM groups. The emphasis, however, still remains on the higher-
income consumer that is less influenced by reduced disposable income (Moorad, 
2014a). 
WHL clothing has performed well during the past financial year owing largely to gains 
in stock turn and improved fashion appeal. A proportion of WHL clothing suppliers 
are local allowing for speed to market which is an competitive advantage 
(Woolworths Holdings Limited, 2013). 
3.3.3 Country Road Group Clothing and General Merchandise 
The Country Road Group owns four Australian brands, Country Roads, Trenery, 
Witchery and Mimco. The group has allowed WHL to add scale to their operations 
and targets the mid- to upper-income groups. The market in which they operate in 
Australia is highly-competitive and characterised by consumers searching for value 
(Woolworths Holdings Limited, 2013). 
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The group will open eighteen new Country Road and Trenery stores by 2017. The 
Mimco and Witchery brands are to be introduced to South Africa during 2014 
(Woolworths Holdings Limited, 2013). 
3.3.4 Woolworths Financial Services 
Woolworths Financial Services is a joint venture with Barclays Bank offering varying 
financial services such as car and home insurance, a silver, gold and black credit 
card, personal loans and the Woolworths in-store card. The focus is on expanding 
the debtors‟ book through offering a simple and convenient service. The group has 
applied strong risk management and collections to better control debtors‟ risks. The 
company has launched instant credit whereby credit applicants can apply for 
payment terms and receive a response within fifteen minutes (Woolworths Holdings 
Limited, 2013).  
3.4 WOOLWORTHS HOLDINGS BUSINESS MODEL 
Yoffie and St.George (1998) explain that Woolworths aims to offer consumers 
superior quality at a lower cost than the competition. This apparent paradox is solved 
through the utilisation of a tightly-integrated supply chain of suppliers that provide all 
or the majority of their product to Woolworths. The unique formula is dependent on 
continuous improvement to allow the business model to work and a unique 
merchandising process and supplier relationships that competitors find difficult to 
imitate. The company aims to improve profitability through utilising its key strengths 
to differentiate itself and run a good business (Woolworths Holdings Limited 2012). 
The company‟s South African business model offers customers, staff and 
shareholders consistent growth in value. Foreign Direct Investment (FDI) increased 
to thirty-five percent (35%) in 2012, and the company ensured a better understanding 
of the business model by foreign direct investors. The company‟s target market in 
South Africa is high-income consumers (LSM 8-10) in the food division and a broader 
middle- to high-income appeal in the clothing division. The focus in food still remains 
on the higher 8-10 LSM grouping. The benefit for the company in focussing on the 
segment is that these consumers are less vulnerable to changes in the economy and 
relatively price insensitive. The company‟s business model is customer-centric and it 
aims to simplify the way of doing business and also lower its operational costs 
(Woolworths Holdings Limited, 2013). 
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The Woolworths business model in South Africa takes the form of a value-based 
wholesale business model that was originally informed by the Marks & Spencer 
model in the United Kingdom that focussed on premium and strong private-label food 
brand products (Maritz, 2011). 
According to Yoffie and St.George (1998), the business philosophy of Marks & 
Spencer is based upon five pillars that formed the base of the Woolworths Model, 
namely: 
 To offer customers high quality goods at reasonable prices  
 To encourage their suppliers to utilise the latest technology to improve 
continuously      
 To achieve the highest levels of quality control in partnership with their 
suppliers  
 To expand their store footprint to showcase their widening range and improve 
convenience  
 To engage with suppliers, staff and customers  
In comparison, Yoffie and St. George (1998) also describe the WHP pillars as: 
 Focusing on quality and innovation through premium label brands  
 Building the operations and supply chain through a centralisation model and 
strong supplier relationships. Also, a focus on shorter lead times in sourcing 
latched to utilisation of increasing volumes of scale  
 Achieving sustainability through the Good Business Journey programme  
 Offering a combination of formats and build the online offering to cater for 
convenience  
 Being the employer of choice based on a value-based culture and focusing on 
skills training and building a high-performance organisation  
 Improving customer resilience 
Thomas (2012) and Yoffie and St. George (1998) concur that similarities between the 
two models are clearly visible with WHL adding a distinctively South African flavour to 
provide relevancy within the South African landscape. The country has experienced 
rapid social and political change which necessitates transformational change. The 
end of the apartheid regime required WHL to realign the business strategy to cater to 
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the needs of all South Africans in a changing external environment. WHL thus aim to 
operate in a socially and environmentally sustainable manner. 
The company‟s value proposition aims at providing superior quality, exciting 
innovation and excellent value. The company believes that a sustainable future can 
only be ensured by taking care of the interests of all its stakeholders. This is done 
through continuing engagement and relationship building. In the Woolworths 
Holdings Limited‟s (2013) report, it is indicated that these stakeholders include the 
following: 
 Customers 
 Employees 
 Unions 
 Suppliers 
 Franchisees 
 Shareholders and investors 
 Media 
 Business Partners 
 Government and Regulators 
 Non-profit organisations and communities 
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The WHL business model can be summarised in Table 3.1. 
Table 3.1: Current Strategic Business Model of WHL 
 BUSINESS MODEL 
ELEMENT 
DESCRIPTION / STRATEGIC SIGNIFICANCE 
1 VALUE NETWORK 
PARTNERS 
 
1.1 Key strategic partners / 
alliances 
A company‟s strategic partners can add value to the company‟s 
customers. This value-adding role includes the cutting of costs, 
reducing risk, providing access to resources, competencies and 
financial resources and providing access to markets. 
WHL has a strategic alliance with Marks & Spencer from the UK 
with whom they carry a technology agreement and share 
benchmarking and best practice.  
ABSA Bank is a strategic partner who assists in the reduction of 
risk through efficient credit control management of the WHL 
debtors‟ book. 
WHL has a joint venture relationship with the ENGEN petroleum 
group that allows them to sell food lines in the forecourts in 
convenient locations. 
1.2 Key strategic suppliers A few long-serving relationships exist with key suppliers with 
closely integrated relationships. 
Relationship with suppliers, customers, staff and stakeholders is 
viewed and managed as a partnership. 
2 MARKET / CUSTOMER  
 Market segment The company focuses on the LSM 8-10 higher income groups 
with an interest in the burgeoning black middle class. The food 
division appeals to the more affluent income levels while the 
clothing division has a broader appeal whilst focusing on the 
resilience of the higher-income grouping.  
 Products The food division offers convenient and innovative products 
offering value for money and a high level of quality. 
The clothing division offers a wide offering of pricing categories 
while catering to both modern and classic appeals. Once again, 
emphasising value for money and quality.   
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 BUSINESS MODEL 
ELEMENT 
DESCRIPTION / STRATEGIC SIGNIFICANCE 
 Value propositions WHL provides the following specific value propositions to its 
customers: 
 Quality products 
 Value for money 
 Convenience 
 Innovative product lines 
 Customer relationships High levels of service through engaged staff members are 
offered. Marketing to customers is not based on price but 
through useful information which adds value. Customers are 
rewarded for loyalty through WRewards and My School 
programmes. 
 Customer channels Convenient locations are offered with food stores and Engen 
One-Stop stores servicing high-traffic suburban areas. The 
clothing and food combo stores are conveniently located in prime 
mall or high street locations. The WHL online offering is a new 
offering which caters to changing buying habits and improves 
geographic reach. 
3 PROCESSES & 
RESOURCES 
 
 Activities & processes The company adds value through innovative product lines 
provided at a low cost. WHL concentrates on inbound logistics 
and operations to reduce costs. Its internal processes are 
aligned to engaging with staff.  The company believes that a 
happy staff culture will result in exceptional service levels. 
 Strategic resources The company‟s strategic resources include: 
 Reputable brand name 
 Successful sustainability programme 
 Strong operations and supply-chain management 
 Strong governance programme 
 Strong staff-development culture 
  Innovative culture 
4 COST STRUCTURE The company keeps its costs low through a variety of initiatives, 
including, amongst others, the following: 
 Strong relationships with suppliers allowing for 
integration  
 Use of technology to improve systems 
 Direct company control of all outlets 
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 BUSINESS MODEL 
ELEMENT 
DESCRIPTION / STRATEGIC SIGNIFICANCE 
5 REVENUE STREAMS The company‟s revenue stream is split between the food, 
general merchandise, clothing and financial services divisions 
that offer a unique product offering. The focus is on offering 
higher quality products at a lower cost than competitors. 
6 PROFITABILITY & 
SUSTAINABILITY 
The company‟s business model and strategies have led to 
bottom line profits for three years that are exceptional in a 
market place where the industry leaders are struggling. The 
results are market leading and driven by the Good Business 
Journey sustainability programme that is incorporated in the 
company strategic plan. The programme is realising impressive 
triple bottom-line results. 
Source: Author‟s own construction 
The second leg in gaining strategic insight involves an analysis of the internal 
environment of WHL. The external and internal analysis provides a foundation to 
eventually compile accurate strategic actions (Hough, et al., 2011; Lynch, 2000). The 
internal analysis entails insight into the following areas: 
  Effectiveness of the company‟s current strategy (Hough, et al., 2011; Lynch, 
2000). 
 Identification of the company‟s competencies and competitive advantages 
(Grant, 2010; White, 2004). 
 Identification of the competitiveness of the company‟s prices and costs (Grant, 
2010; Jones and Hill, 2010). 
 Identification of strategic issues and problems (Hough, et al., 2011). 
3.5 THE EFFECTIVENESS OF THE COMPANY’S CURRENT STRATEGY 
It is key to understand a company‟s strategic approach before an informed analysis 
of its current strategy can be made to maintain alignment and relevance. In order to 
identify which competitive strategy the company is implementing, the following key 
questions need to be answered (Hough, et al., 2011; Lynch, 2000): 
 Is the target market broad or narrow? 
 Is the company stressing low-cost operations or product differentiation?  
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In Woolworths Holdings Limited‟s (2013) report, the company indicates that it is 
focused on a narrow market segment in South Africa consisting of affluent shoppers 
in the LSM 8-10 categories. The clothing division has a wide offering and appeal, but 
ultimately stays true to the more resilient upper-income target market and burgeoning 
black-market segment while offering its clientele the opportunity to shop between its 
fashionable and classic ranges. The ranges also offer varying price ranges to offer 
shopping up and down options. The food division offers a premium-priced range with 
reduced pricing on commodity-type products and extended ranges encouraging a 
larger basket purchase from its mainly upper-income clientele. 
As discussed in Woolworths Holdings Limited‟s (2013) report, the company is 
definitely focussing on lowering its cost of doing business. However, the company 
also has a high degree of differentiation which allows it to remain relevant and cater 
to the specific needs of its customers in the vast number of regions in which it 
operates. The positioning of WHL is diagrammatically depicted in Figure 3.2. 
Figure 3.2: WHL Competitive Strategy  
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From Figure 3.2, it is evident that WHL is simultaneously driving down costs whilst 
attempting to differentiate itself within a niche market. 
Lynch (2000) describes a similar model which warns against a best-cost provider 
strategy as by attempting to be all things eventually leads to getting nothing done. 
The author does not agree with this point of view as the changing demand from 
consumers looking for “value for money” necessitates elements of both low-cost and 
differentiation to compete effectively. 
 Alley, et al. (2013) further describes the competitive strategy and market strategy of 
WHL in Table 3.2 which builds on Figure 3.2. 
Table 3.2: WHL Competitive Strategy  
ITEM  LOW COST 
PROVIDER 
BROAD 
DIFFERENTIATION 
BEST-COST 
PROVIDER 
FOCUSSED 
LOW-COST 
PROVIDER 
FOCUSSED 
DIFFERENTIATION 
Strategic 
target 
Description A broad 
cross-section 
of the market. 
A broad cross-
section of the 
market. 
Value 
conscious 
buyers. 
A narrow 
market niche 
where buyer 
needs and 
preferences are 
distinctively 
different. 
A narrow market 
niche where buyer 
needs and 
preferences are 
distinctively 
different. 
Woolworths 
Position 
     
Basis of 
competitive 
advantage 
Description Lower overall 
costs than 
competitors. 
Ability to offer 
buyers something 
attractively different 
from competitors. 
Ability to give 
customers 
more value 
for money. 
Lower overall 
cost than rivals 
in serving niche 
members. 
Attributes that 
appeal specifically to 
niche members. 
Woolworths 
Position 
     
Product 
line 
Description A good basic 
product with 
few frills 
(acceptable 
quality and 
limited 
selection). 
Many product 
variations, wide 
selection; emphasis 
on differentiating 
features. 
Items with 
appealing 
attributes; 
assorted 
upscale 
features. 
Features and 
attributes 
tailored to the 
tastes and 
requirements of 
niche 
members. 
Features and 
attributes tailored to 
the tastes and 
requirements of 
niche members. 
Woolworths 
Position 
     
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ITEM  LOW COST 
PROVIDER 
BROAD 
DIFFERENTIATION 
BEST-COST 
PROVIDER 
FOCUSSED 
LOW-COST 
PROVIDER 
FOCUSSED 
DIFFERENTIATION 
Production 
emphasis 
Description A continuous 
search for 
cost reduction 
without 
sacrificing 
acceptable 
quality and 
essential 
features. 
Build-in whatever 
differentiating 
features buyers are 
willing to pay for; 
strive for product 
superiority. 
Build-in 
upscale 
features and 
appealing 
attributes at 
lower cost 
than rivals. 
A continuous 
search for cost 
reduction while 
incorporating 
features and 
attributes 
matched to 
niche member 
preferences. 
Custom-made 
products that match 
the tastes and 
requirements of 
niche members. 
Woolworths 
Position 
     
Marketing 
emphasis 
Description Try to make a 
virtue out of 
product 
features that 
lead to low 
cost. 
Tout differentiating 
features. Charge a 
premium to cover 
the extra costs of 
differentiating 
features. 
Tout delivery 
of best value. 
Either 
delivers 
comparable 
features at a 
lower price or 
else matches 
rivals on 
prices and 
provides 
better 
features. 
Communicate 
attractive 
features of a 
budget priced 
product offering 
that fits niche 
buyers‟ 
expectations. 
Communicate how 
product offering 
does the best job of 
meeting niche 
buyers‟ 
expectations.  
Woolworths 
Position 
     
Keys to 
sustaining 
the 
strategy 
Description Economical 
prices. Good 
value. Strive 
to manage 
costs down, 
year after 
year, in every 
area of the 
business. 
Stress constant 
innovation to stay 
ahead of imitative 
competitors. 
Concentrate on a 
few key 
differentiating 
features. 
Unique 
expertise in 
simultaneous
ly managing 
costs down 
while 
incorporating 
upscale 
features and 
attributes. 
Stay committed 
to serving the 
niche at lowest 
overall cost, do 
not blur the 
company‟s 
image by 
entering other 
market 
segments or 
adding other 
products to 
widen market 
appeal. 
Stay committed to 
serving the niche 
better than rivals; do 
not blur the 
company‟s image by 
entering other 
market segments or 
adding other 
products to widen 
market appeal. 
Woolworths 
Position 
     
Source: Alley, et al., (2013) 
In Yoffie and St. George (1998), a further description of the competitive strategy is 
discussed indicating the unique position of WHL. They focus on a specific segment, 
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which requires a high-degree of differentiation, whilst striving to drive down costs. 
WHL have a broad appeal but do remain focussed on its strongest and traditional 
market segment of the LSM 8-10 income group. As mentioned in Yoffie and St. 
George (1998), the WHL strategy is dependent upon continuous improvement by 
improving products and services whilst lowering costs. The approach is different to 
their strongest competitor in food, Pick n Pay, who essentially aims to gain bulk 
discounts from suppliers and run very low margins to sell large volumes. The Edgars 
approach also differs in that they sell differentiated high-end apparel at high margins 
which justifies increased staff levels to provide essential services. The closest 
competitors either follow a low-cost strategy or differentiated strategy whilst WHL 
uniquely uses a combination of the two extremes.  
During the early 1990s, WHL was weakened by poor strategy implementation by 
deciding to compete directly with the market leader, Edgars, in high-fashion apparel. 
WHL moved away from selling wide-appeal to selling high-fashion apparel. However, 
the company only succeeded in alienating its client base. Thereafter, the company 
was restructured to return to the basics that had previously brought success. The 
clothing division focussed on a broader appeal while the food division was used to 
pull customers to the store. 
To understand the current strategy employed by Woolworths, clarity of the evolution 
of the strategy since 1994 is required. 
3.5.1 Change in Strategy (1994-2010) 
WHL has grown and adapted to changes in the global landscape throughout its 
eighty-year history. During this change, WHL has remained true to its core values of 
quality, service and integrity (Fastmoving, 2013). 
The change in WHL‟s strategy is heavily influenced by transformation. The collapse 
of the apartheid regime in 1994 required a reassessment of the business strategy in 
line with meeting the needs of all South Africans. The company needed to adapt to 
the changing environment to remain competitive. A study conducted in 2010, 
indicated that a large number of customers would be moving into the upper-income 
segment within a five-year period (Thomas, 2012). In addition, the company 
implemented the Good Business Journey in 2007 to improve company performance 
with challenging targets. 
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Fastmoving (2013) identifies that the initiative was aimed at achieving the following 
targets: 
 Transforming the business to EE and BEE 
 Aiding social development 
 Enhancing environmental focus 
 Addressing climate change  
The legal requirement for all South African companies to comply with BEE 
requirements necessitated WHL to incorporate it into their strategy to gain 
advantage. This would be achieved through equity ownership, employment equity, 
skills development, preferential procurement, enterprise development and socio- 
economic development (Woolworths Holdings Limited, 2013). 
In 2007, WHL offered seventeen thousand employees a ten percent (10%) share 
ownership in the company. This was done in accordance with the BEE incentive 
requirements and to motivate staff (Woolworths Holdings Limited, 2013). 
3.5.2 Change in Strategy (2010-2014) 
The success of the strategy resulted in a change of focus in 2010 to a strategy of 
acquiring additional market share. The growth of WHL in the past decade is as a 
result of a growing middle class, sound economic thinking and expansion into Africa 
(Woolworths Holdings Limited, 2013).The changes during the period are summarised 
in Table 3.3. 
Table 3.3: Woolworths Timeline (1993-2013)  
YEAR DESCRIPTION 
1993 Woolworths Financial Services was launched. These services included an 
in-store card and credit access.  
1997 Woolworths became partially unbundled from Wooltru Group (Wikipedia, 
2013) and relisted on the JSE (Thomas, 2012).   
1997 At the time of relisting (Thomas, 2012): 
 Woolworths had 92 stores 
 Sales of R4.2bn 
 Headline EPS: 32,5c 
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YEAR DESCRIPTION 
1998 Bought controlling interest in the Australian clothing retailer, Country Road 
(Wikipedia, 2013).  
2001 Woolworths became fully-independent again (Wikipedia, 2013).  
June 2002 Woolworths, Truworths and Massmart became fully-unbundled (Thomas, 
2012).  
2007 Launched the Good Business Journey programme, a 5 - year strategic plan. 
Sets targets on four priority areas: transformation, social development, the 
environment and climate change (Woolworths Holdings Limited 2012a/b).  
The strategy changed to a “triple bottom line” business approach focusing on 
economic, social and environmental issues. 
2007 The company reduced their energy usage by twenty-seven percent (27%) 
since 2004 through its Good Business Journey programme.  
Contribution to social upliftment (food security and education) was improved 
to R438 million in that financial year.  
2008 ABSA purchased fifty percent (50%) plus 1-share in Woolworths Financial 
Services and thus obtained control over this part of the business.  
26 March 
2009 
Opened first three-level store in Melrose Arch, Johannesburg (Supermarket, 
2013). 
November 
2010 
Ian Moir appointed as new CEO in place of Simon Susman. 
Beyond Nov 
2010 
New CEO‟s focus: 
 Refining and evolving business strategies already in place 
 Streamlining of structure  
 improving accountability and responsibility  
 faster decision-making  
 having a performance-based people culture 
 engendering a real focus on profitability and the key levers that 
produce it 
Sept 2011 Woolworths has forty-six stores in ten African countries, namely, Botswana, 
Namibia, Lesotho, Swaziland, Ghana, Kenya, Tanzania, Uganda, Zambia 
and Mozambique.  
Woolworths signed a joint venture agreement for Tanzania and Uganda with 
businessman Ali Mufuruki (Maritz, 2011). 
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YEAR DESCRIPTION 
Sept 2011 Supply chain: All stock to stores on African continent is exported from South 
Africa. The company had to pay import and export duties for the same goods 
which had an impact on the retail selling price. In the new Africa focus, the 
company will make use of duty drawbacks. Duty drawbacks are “a refund of 
customs duties and fees paid on imported merchandise that is re-exported”. 
This will reduce prices and expose more customers to the Woolworths 
brand. 
Sept 2011 Market: Woolworths targets higher-income consumers in South Africa while 
attracting the emerging middle class (Maritz, 2011).  
Nov/Dec 
2011 
Changed lead times for clothing and general merchandise. Offered more 
frequent newness in stores and more fashion right goods, which increased 
the return on sales for the company (Woolworths Holdings Limited 2012).  
2011/2012 Launched development of an “Integrated Report” 
2012 Buy-back of 59 franchises was completed. The purpose of the buy-back was 
to increase the company‟s control over the brand.  
2012 15-years after the relisting in 1997 (Thomas, 2012): 
 Woolworths had 448 stores 
 Sales of almost R29bn 
 Headline EPS: 267c 
2012 The company made changes to its food strategy. Store sizes are increased 
and the food offering expanded. The company wants customers to complete 
their shopping experience at Woolworths. They want the customer now to 
shop with a trolley instead of a basket. The following specific changes came 
about in 2012 (Thomas, 2012): 
 First Woolworths Supermarket was opened in Johannesburg 
 More bulk items have been introduced 
 Prices were sharpened to be more competitive 
 Stock-keeping units were increased by approximately 1500 to 7500 
units. Systems and processes changed to improve availability, 
reduce waste and shrinkage.  
2012 Woolworths Financial Services offering expanded from 1993 and now 
includes the following: 
 In-store credit 
 Credit cards 
 Personal loans 
 Range of insurance products 
2013 Business processes have been reviewed to ensure compliance with the 
Companies Act, 2008 as amended.  
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Source: Woolworths Holdings Limited (2012) 
3.5.3 Current Strategic Approach 
The Woolworths Holdings Limited‟s (2013) report indicates that WHL has the 
following strategic focus: 
 Woolworths Customers 
 Woolworths Operations 
 Woolworths People 
 Woolworths Good Business Journey 
These strategic focus areas, their strategic objectives and associated plans are 
summarised in the Table 3.4. 
Table 3.4: Current Strategic Focus Area  
STRATEGIC 
FOCUS AREAS 
STRATEGIC 
OBJECTIVES 
ACTION PLANS 
Customers “To improve our customer 
proposition and reach, while 
profitably growing our 
business by delighting our 
existing customers and 
attracting new customers.” 
To be a customer-centric business 
To be a brand-value driven business 
To build strong profitable customer 
relationships 
To get formats right 
To grow product dominance in clothing 
and general merchandise 
To enable a multi-channel world 
Operations “To build our business, 
gaining competitive 
advantage by improving our 
customer proposition and 
delivering world-class 
operational efficiencies in a 
sustainable way.” 
To expand footprint in Africa 
To lower the cost of doing business 
To simplify  business model 
To improve  availability 
To improve  sourcing capability 
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STRATEGIC 
FOCUS AREAS 
STRATEGIC 
OBJECTIVES 
ACTION PLANS 
People “To establish a leading 
Employee Value Proposition 
that supports transformation 
and ensures that we have 
the best talent who are 
inspired and committed to 
the company vision and 
strategic plan.” 
To establish a non-negotiable 
commitment to EE 
To develop capability, succession and 
career pathways 
To establish a performance-motivated 
culture 
To enhance values-based leadership 
To attract outstanding talent 
Good Business 
Journey 
“To play a leading role 
across the value chain by 
driving sustainability 
initiatives that accelerate our 
Good Business Journey 
programme and that result in 
innovation and operational 
efficiencies in our business.” 
Sustainable farming 
Water 
Energy 
Waste 
Social development 
Transformation 
Source: Woolworths Holdings Limited 2012 
During 2013, WHL refreshed the strategy to maintain its relevance and formulated 
seven key strategy points for 2013-2016 as depicted in Table 3.5. 
Table 3.5: WHL New Strategic Focus Points  
STRATEGIC 
FOCUS AREAS 
STRATEGIC 
IMPERATIVE 
ACTION 
PLANS 
ACHIEVEMENTS IN 
2013  
Build stronger, more 
profitable customer 
relations 
Retain customers in LSM 
8-10 and grow the black 
customer segment 
 
Make informed business 
decisions-based upon 
knowing how, when, 
where and what 
customers buy 
changing customers 
price perception of WHL 
through  communication 
Grow the number 
of active 
customers on 
WRewards 
program 
 
 
 
 
Attract new 
customers 
R3 million active 
customers 
 
 
 
 
 
 
 
Relaunched WRewards  
programme 
 
Be a leading fashion Become more Deliver better Range of entry level products 
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retailer in the 
Southern 
Hemisphere 
fashionable while still 
remaining relevant to 
classic customers 
 
Lead the market in 
fabric/product innovation 
 
 
Speed up the 
merchandise cycle 
value 
 
 
 
 
Build fashion 
credibility 
 
Optimise 
sourcing 
lead innovation 
has grown and 
WRewards on a variety of 
products 
 
Gained market share through 
modern wardrobe 
 
Improvement in gross margin, 
successful drive 
in fabric, design and fit 
 
Become a big food 
business 
Supermarket strategy to 
increase spend of 
existing food base 
 
Grow  range 
and ensure the 
value proposition 
is compelling 
 
Grow fresh 
produce sales 
Open larger sized 
stores 
Increased the number of 
SKU‟s 
 
Monitored competitive pricing 
WRewards /Daily Difference 
publication to add value 
 
Market share gained during 
past year 
 
New supermarket concept 
stores opened in Nicolway 
and Parkview Kimead 
Become an omni- 
channel business 
WHL offering available 
regardless of time or 
place 
 
Create a simple, 
consistent user 
experience 
 
Improve  
fulfilment and 
reach 
 
Optimise 
products and 
services 
New website launched 
allowing customers access 
from various devices 
 
Order fulfilment improved to 
increase efficiency and 
customer service 
 
Integrated online into 
merchandise cycle timelines 
 
Continue to build the 
business in the rest 
of Africa 
Expansion potential with 
emergence of shopping 
malls with customer 
patronage 
 
Grow WHL 
footprint 
Improve the 
Africa supply 
chain 
Consciously investigating new 
countries to enter 
 
Supply chain investments 
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Early mover advantages 
and improve value chain 
in Africa 
 
Improve 
customer loyalty 
and value 
proposition 
Improvements in efficiencies 
allowing for investments in 
lower pricing and improved 
value. Loyalty programs  
launched in a few countries 
Offer customers 
simple, convenient 
and rewarding 
financial services 
Offer clients 
differentiated financial 
products 
 
Offer instant 
credit  
New application 
channels 
Financial services integrated 
into online offering and 
improved mobile application 
Embed the Good 
Business Journey 
throughout the 
business 
 Deliver sustainable  
financial results in terms 
of growth, lower costs 
and efficiency 
improvements  
Improve growth 
and future 
sustainability 
Industry leading growth in 
2013 
Source: Woolworths Holdings Limited (2013) 
According to Hough, et al. (2011), answers to the following questions can assist to 
explain a company‟s current strategic approach: 
 How are they growing the business? 
 How are they pleasing customers? 
 How do they out-compete rivals? 
 How do they respond to changing market conditions? 
 How do they manage each functional piece of the business? 
 How do they achieve strategic, financial and operational objectives? 
Table 3.6 summarises the strategic approaches and answers to the preceding 
questions. 
Table 3.6: Strategic Approaches and Answers  
 QUESTION ANSWER 
 How are they growing the 
business? 
The company has grown its business through acquisitions of 
majority shares in the Australian-based company Country Road Ltd. 
It is also growing its business through expanding its footprint into 
the rest of Africa as well as increasing its stores in South Africa. 
They have a new focus of increasing its store size through providing 
supermarket facilities. 
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 QUESTION ANSWER 
 How are they pleasing 
customers? 
The company focuses on providing high value to its primary high-
income customer segment. The company creates a high perceived 
value with customers to justify their prices. Fortunately, the actual 
value of their products is very close to that perceived value.  
 How do they out-compete 
rivals? 
The company has focused on reducing the cost of doing business 
and simplify their business model. Although they have not engaged 
in a price war, they have sharpened their prices to be more 
competitive.  
 
Clothing & Merchandise: They pursue excellence in sourcing and 
reduce lead times in the supply chain by creating fast local and 
international response mechanisms. They are moving to more direct 
supply and benefit from their sourcing facility in China.  
 
Food: The company is increasing their supply of supermarkets and 
want to create a one-stop-shopping experience that will allow 
customers to complete their shopping at Woolworths.  
 
Technology: The company has made significant investments in its 
digital strategy, especially its online presence.  
 How do they respond to 
changing market 
conditions? 
The last 15-years have proven that the company understands the 
importance of flexibility in its business and strategic approach.  
 
Its Good Business Journey programme has changed the company‟s 
focus to sustainability and its associated triple-bottom line 
approach. The company also realised that its South African 
business model will not work in the rest of Africa and has changed 
its business model for that market accordingly. 
 How do they manage 
each functional piece of 
the business? 
The company firmly believes that a sustainable business can only 
be maintained through continuing engagement with all its 
stakeholders including its employees. The company track, for 
example, the employees‟ understanding of the Good Business 
Journey programme through an annual “Let‟s Ask” survey.  
 How do they achieve 
strategic, financial and 
operational objectives? 
Woolworths identified their strategic focus areas, the risks and 
mitigation measures associated with each area and have identified 
specific action plans to reach its strategic objectives.  
Source: Woolworths Holdings Limited (2013) 
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Yoffie and St. George (1998) identify that supplier relationships are an important 
element of WHL„s model with the high percentage of private-label products sold. The 
supplier relationship is viewed as a partnership with WHL providing their suppliers 
with large volumes while demanding high quality in return. WHL would assist with 
product design, logistics and efficiency improvement. Thus, a high level of integration 
between WHL and their suppliers exists.  
For Hough, et al. (2011), it is important to gauge company strategy effectiveness by 
how well they are performing. Grant (2010) concurs that effectiveness is measured 
based upon whether the company is achieving its financial and strategic objectives 
and how it is performing in relation to industry competitors. The measure was 
included in a study conducted by Rhee and Mehra (2005) and focussed upon sales 
and profit growth as well as profitability measures. The study analysed the alignment 
of operations, marketing and competitive strategies within the United States retail 
banking industry. 
Ultimately, the success of the company strategy can be deduced from the company 
results. Good results invariably reflect good strategy and the implementation thereof. 
Poor results are an indicator of poor strategy making and bring into question its 
appropriateness (Hough, et al., 2011; Grant, 2010). Tables 3.7, 3.8 and 3.9 indicate 
various financial and non-financial indicators for WHL for a three year period. 
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Table 3.7: Company Financial and Non-Financial Indicators (2011-2013)  
Performance indicator 
Year 
2013 2012 2011 
Sales Growth %  23.20% 11.80% 10% 
Operating Margin%  23.20% 9.40% 8.30% 
Group profit before tax  %                                                                   27.10% 24.50% 31.10% 
Revenue tracked by WRewards % 67% 61% 50% 
Number of stores in Africa 62 59 49 
Woolworths‟ financial services debtors‟ growth % 15.80% 8.30% 4.80% 
Return on Equity  (ROE) % 50.70% 47% 44% 
Total dividend %  increase  18.20% 24.40% 36.70% 
Headline Earnings Per Share (HEPS)  growth % 27.30% 29.60% 30.60% 
Adjusted Headline Earnings Per Share  345 cents 260 cents 
209 
cents 
Earnings Per Share (EPS)     25.50% n/a 30.70% 
Debtors‟ Growth %  15.80% 8.30% 4.80% 
Active accounts  R1.927 m R1.870 m n/a 
        
Source: Woolworths Holdings Limited (2011, 2012, 2013) 
 
Table 3.8: Clothing Division Financial and Non-Financial Indicators (2011-2013) 
Performance indicator 
Year 
2013 2012 2011 
Sales Growth % 13.70% 11.80% 8.60% 
Gross Profit Margin %  46.40% 44.30% 18.60% 
Operating Margin % 17.20% 16.80% 15.30% 
Profit before tax % 12.70% 25% 35.70% 
Availability: clothing 88% 85% 84% 
Trading Space 359 000m 354 000m n/a 
Market Share % 15.40% 15.40% n/a 
Expense growth% 15.70% 7.30% 11.10% 
Number of weeks taken out of the merchandise cycle 8 6 4 
Source: Woolworths Holdings Limited (2011, 2012, 2013) 
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Table 3.9: Food Division Financial and Non-Financial Indicators (2011-2013)  
Performance indicator 
Year 
2013 2012 2011 
Sales Growth % 13.30% 11.90% 10.70% 
Gross Profit Margin %  25.60% 25.20% 14.80% 
Operating Margin % 6.10% 5.80% 4.80% 
Profit before tax % 18% 35.50% 39.40% 
Availability: perishables % 86% 84% 82% 
Sales growth above market % 6.30% 1.30% 4% 
Expense growth % 13.40% 1.80% 10.30% 
Trading Space 172 000m 164 000m n/a 
Source: Woolworths Holdings Limited (2011, 2012, 2013) 
From Tables 3.7 to 3.9, it is evident that WHL has shown-double digit growth in sales 
for the past three years which is consistently well ahead of the market growth in the 
industry. The exceptional growth of 23.2% is enhanced by the inclusion of the 
Witchery acquisition which further boosted sales (Woolworths Holdings Limited, 
2013). 
The number of customers shopping increased significantly with the debtors‟ book 
increasing with 15.8% from 1.87 million active cardholders to 1.92 million in 2013.The 
WRewards has improved access to existing customers with sixty-seven percent 
(67%) accessibility which allowed them to engage with the database and build loyalty 
(Woolworths Holdings Limited, 2013). 
The figures in Tables 3.10 and 3.11 indicate the sales growth and margin growth of 
WHL relative to its strongest competitors in clothing and food. The impressive growth 
in gross margin is significantly higher than the competition owing to improved 
efficiencies in food and clothing benefitting from improved inventory management 
and sourcing (Woolworths Holdings Limited, 2013). The profit before tax growth 
percentage clearly indicates the industry leading performance of WHL for the July 
2012 to June 2013 financial period. 
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Table 3.10: Clothing Retailer Figures  
Clothing 
Retailers 
Sales 
Growth % 
Gross Profit Margin 
Growth % 
Operating 
Margin % 
Profit before Tax 
Growth % 
Woolworths 13.7% 46.4% 17.2% 12.7% 
Edcon 2% 36.5% n/a (19.4%) 
Foschini 10.9% n/a 23.6% 8.5% 
Source: Fastmoving (2013) 
Table 3.11: Food Retailer Figures  
Food Retailers Sales 
Growth% 
Gross Profit Margin 
Growth % 
Operating 
Margin % 
Profit before 
Tax Growth % 
Woolworths 13.3% 25.6% 6.1% 18% 
Pick n Pay 7.1% 17.7% n/a (13.5)% 
Shoprite 12.1% 14.4% 5.8% 11.58% 
Source: Fastmoving (2013) 
The Return on Equity (ROE) indicates the return that shareholders are earning on 
their investment in the company with twelve to fifteen percent indicating an average 
return. In the case of WHL, the ROE in the 2013 financial year was 50.7% which was 
high relative to its competitors with Pick n Pay achieving 22.1%, Shoprite 20%, 
Foschini 26.4% and Truworths achieving 39% respectively. 
Award measures are a good indicator of the reputation and image of WHL with its 
customers (Woolworths Holdings Limited, 2013).  From Woolworths Holdings Limited 
(2013), the awards indicate the perception of WHL stakeholders as: 
 WHL was a joint winner in the 2012 International Responsible Retailer of the 
Year Award  
 WHL was included in the JSE Socially Responsible Index and the Dow Jones 
World Sustainability Index for the 2012/2013 period  
 Forbes Magazine rated WHL as one of the Top 10 innovative companies in 
Africa WHL was a winner in the Metropolitan Oliver Empowerment Awards in 
the supplier development category  
 The Nedbank Capital Sustainable Business Awards recognised WHL as 
winner in the sustainable business category  
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 The “My School My Village My Planet” loyalty programme won the Best 
Corporate Social Responsibility Initiative linked to Loyalty award at the 
International Loyalty Awards  
Woolworths has been recognised as one of the top six South African companies in 
reducing carbon emissions. The internal Employee Survey, “Lets Ask” indicates an 
improvement with a high 75.1% in 2013 versus the 74.1% achieved in 2012. The 
measure indicates improving staff engagement levels (Woolworths Holdings Limited, 
2013). WHL shareholders have received an increase of 78.6% in dividends during 
the past three years and 34% during the past ten years which indicates a strong 
performance. WHL has achieved compound annual revenue and profit growth of 
13% since 2009 which indicates sound strategy implementation. The share price and 
total dividend increased impressively with 27.8% and 18.2% respectively 
(Woolworths Holdings Limited, 2013). Tables 3.12 and 3.13 illustrate the number of 
competitor stores in the food and clothing retail industry within South Africa.  
Table 3.12: Food Competitor Locations  
Food retailer Woolworths Pick n Pay SPAR Massmart Shoprite 
No of stores 345 736 1046 824 1036 
Source: Fastmoving (2013) 
Table 3.13: Clothing Competitor Location  
Clothing 
retailer 
Woolworths Edcon Truworths Foschini 
No of stores 461  1038 609 1480 
Source: Fastmoving (2013) 
The figures in Tables 3.12 and 3.13 indicate the number of WHL stores in food and 
clothing relative to the competition. It is clear that WHL food has a limited number of 
locations in comparison to the competition. In WHL clothing, the number of locations 
is still relatively small in comparison to Edcon and Foschini. However, cognisance 
needs to be taken of the Australian acquisitions that have allowed WHL to add scale 
to their operation with a total of 1185 clothing outlets in the Southern Hemisphere 
with further acquisition plans adding scale to their operations (Woolworths Holdings 
Limited, 2013). 
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The company also maintains a positive net cash position with net interest decreasing 
from R50 million to R41 million indicating the strong position (Woolworths Holdings 
Limited 2012). 
3.6 THE IDENTIFICATION AND CLASSIFICATION OF THE COMPANY’S 
COMPETENCIES, COMPETITIVE ADVANTAGES AND WEAKNESSES  
White (2004) highlights the importance of identifying and analysing a company‟s 
competencies, competitive advantages and weaknesses as it clarifies what it can do 
instead of what it should do. Grant (2010) emphasises the importance of identifying 
internal competencies and competitive advantages as a result of the increasing 
instability of industry environments. Internal considerations thus provide more 
stability in strategy formulation.  
WHL focuses on creating competitive advantages through innovation and 
modernisation. The competitive advantages are aligned and aimed at supporting 
their business strategy (Coetzer and Bridgman, 2009). WHL holds seven competitive 
advantages in the form of sustainability, a reputable brand name, a strong market 
presence, operations and supply chain management, a strong governance 
programme, human resource development, engagement and an innovative culture.  
3.6.1 Sustainability 
The sustainability programme is guided and driven by the Good Business Journey 
which aims to decrease the company‟s impact on the environment, accelerate 
transformation and stimulate social and environmental development through triple 
bottom line reporting. As described in Majid and Koe (2012), triple bottom line 
reporting is an accounting framework that measures performance based upon the 
two non-traditional measures of social and environmental aspects and the traditional 
financial aspects. The Good Business Journey allows the company to track specific 
indicators in line with predetermined social, environmental and financial targets. The 
programme was implemented in 2007 and creates a positive image whilst also 
improving commercial performance. The objectives are included in strategic planning 
and integrated into the scorecard. The objectives are measured against the targets 
set twice yearly (Woolworths Holdings Limited, 2013).  
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The Farming for the Future Programme allows WHL the ability to increase 
efficiencies in agriculture. This has allowed the company to reduce its energy 
consumption by thirty-one percent (31%) or R189 million since 2004. WHL have won 
various awards in recognition of their commitment and efforts to build a sustainable 
business (Woolworths Holdings Limited, 2013). 
Woolworths Holdings Limited (2013) identifies the Good Business Journey as 
supporting the company strategy in four aspects: 
 Provides a commercial imperative as sustainability adds more than just 
support to people and the environment  
 Assists in risk management 
 Sets an expectation with shareholders to successfully implement the 
programme  
 Adds reputational value to the brand  
3.6.2 Reputable Brand Name 
The Woolworths brand name is well-known, admired and trusted within the South 
African market place. By following the Marks & Spencer model, they have similarly 
institutionalised themselves in the minds of the South African consumer through 
delivering customers high-quality products over a long period of time. This has 
created a loyal customer base that has encouraged repeat purchases (Yoffie and St. 
George, 1998). Thomas (2012) indicates that Woolworths has offered consumers the 
highest level of quality over the past eight decades in clothing and food retail. The 
quality perception is closely-aligned to the actual quality of the product which allows 
Woolworths the ability to charge a premium rate of approximately five percent higher 
than its competitors. 
In 2012, an independent survey rated WHL South Africa‟s most reputable company 
among the top 20 JSE- listed companies (Woolworths Holdings Limited 2012).  
3.6.3 Strong Market Presence 
WHL has developed a competitive advantage through its local and Southern 
Hemisphere market coverage that is also increasing its geographic coverage. The 
company has developed competencies in its market-leading online offering, 
expansion into Africa and Australian acquisitions and the unique retail outlet 
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combination offering food, clothing and general merchandise (Thomas, 2012). As 
further described by Yoffie and St. George (1998), the food department is uniquely 
positioned at the back of the store requiring shoppers to walk past general 
merchandise and clothing. 
The group has utilised extensive financial resources to launch a world-class online 
presence and to expand its footprint in Africa and Australia. The stores are 
strategically-positioned in prime locations with a mixture of comprehensive stores in 
destination malls and food exclusive stores in suburban areas. WHL are aiming to 
further differentiate them self through the acquisition of additional fashion and food 
retail space that will increase their presence in the market. The first supermarket 
concept was opened in William Nicol, Johannesburg and clothing has expanded into 
Australia via the acquisition of the Country Road, Trenery and Witchery brands. The 
Africa expansion is largely focussed on clothing as a result of supply and distribution 
challenges with perishable lines. The online offering is also the market leader in the 
South African food retail industry (Woolworths Holdings Limited 2012). 
3.6.4 Operations and Supply Chain Management 
WHL improve their customer proposition by performing operational efficiencies of the 
highest standards. This has created a competitive advantage in operations which is 
achieved through various competencies. 
WHL uses a centralised distribution system with four distribution centres in South 
Africa. The programme allows them to realise improved efficiencies while raising 
customer service levels. The system also allows WHL to receive stock at a 
centralised point which then allows them to validate sell-by dates and check quality 
and quantity. The improvement in the system has improved the levels of availability. 
Also, stock accuracy, stock replenishment and the speed of inventory through the 
supply chain are world class and a key competency. This has allowed WHL to build a 
competency and market leadership in product and fabric innovation. The cold chain 
process provides an additional competency with food been kept fresh from field to 
shelf in line with its quality reputation (Woolworths Holdings Limited 2012). 
Yoffie and St. George (1998) highlight the fact that WHL has unique supplier 
relationships whereby they assist suppliers with production methods and design and 
assist in streamlining the logistics system. A WHL technical team would assist 
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suppliers in lowering costs, through product redesign or a changed manufacturing 
process, if the product should be deemed to be too expensive. In return, WHL expect 
high levels of quality. 
WHL have gone to great lengths to further reduce costs and gain improved control. 
The company have purchased back the franchise stores at a cost of R701 million 
(Woolworths Holdings Limited 2012). 
WHL have changed strategy with regards to the procurement of stock, which 
traditionally was heavily focussed on local supply, with a current split of 80 percent 
global (80%) and 20 percent (20%) local realised in 2013. The ability to source 
globally has allowed WHL to improve quality and lead times while further reducing 
costs. The result has been an improvement in quality with product return rates 
decreasing from 0.92 percent to 0.22 percent. A few key supplier relationships have 
allowed WHL to integrate vertically which has allowed for faster response times for 
in-season products. The company opened an office in China in 2011 to further 
decrease lead times and to improve quality (Thomas, 2012). 
WHL participated in the South African Customer Satisfaction Index (SAcsi) survey 
which is a national economic indicator of customer service. WHL achieved the 
highest score of 85.2% which positions it as the industry leader with them scoring 6% 
higher than the national average. This was achieved in conjunction with winning the 
2012 Ask Afrika Orange Index which is a service excellence indicator. The customer 
service competency is a further operational element that is above the industry 
standard (Woolworths Holdings Limited, 2013).  
3.6.5 Strong Governance Programme 
WHL have vast experience at board level with structured sub-committees in place 
which allows them to adhere strictly to the principles of the King III report. Good 
governance is driven via audit, social and ethical, sustainability, nominations, risk and 
remuneration committees. WHL has been recognised by being placed in the “Very 
Good” or “Excellent” classes of the Ernst and Young Excellence in Corporate 
Reporting Annual Survey. Also, WHL were winners in the 2012 South African 
Reputation Institute RepTrack Study (Woolworths Holdings Limited 2012). 
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3.6.6 Service and Human Resources Development and Engagement 
The company has a reputation as the “training university” of South African retail 
which provides it with a high level of competency amongst staff and management. 
The relationship between management and staff is viewed as a partnership and 
integral to the success of the Good Business Journey sustainability programme 
whereby employees are viewed as partners. They are encouraged to be enthusiastic, 
innovative and to provide improved service to customers. The company chose not to 
implement commission structures and offers staff stock options to develop loyalty 
(Yoffie and St. George, 1998). As discussed in Greeff and Mfuni (2010), service is 
difficult to copy as it has a dependency on people. The WHL omni-channel offers 
further improvement in the levels of service. High service levels are also dependent 
upon closely monitoring customer needs. The service awards mentioned indicated 
the level of competence WHL has achieved in this regard and is market leading. 
3.6.7 Technology 
The use of technology and innovation is key to the WHL business model and drives 
the differentiation and low-cost strategy of the company. Initiatives such as omni-
channel, innovative ranges, convenient financial services, improved sourcing and 
lead times, integrated supplier relationships and efficient operations are technology 
driven. The advantage allows WHL the ability to offer high differentiation while 
lowering costs (Yoffie and St. George, 1998).  
It is important to measure the relative strength of the competitive advantage in the 
marketplace. The relative strength will indicate its impact fullness and whether it has 
the means to be a strong competitor in the market (Grant, 2010). The strength is 
gauged by how many of the following questions it complies with: 
 How hard is the advantage to copy? 
 Does the advantage offer durability? 
 Is the advantage really competitively superior? 
 Is it possible for competitors to negate the advantage through different 
strengths and capabilities? (Grant, 2010; Reader, 2002). 
The competency level can be further split into varying levels of competitive 
advantage with the first-level competency indicating an advantage in line with what 
other competitors are offering. A core competence indicates a supporting advantage 
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to the company strategy and the highest level of a distinctive competency whereby 
the advantage offers a distinctive edge and is the cornerstone of the strategy 
(Mooney, 2007). A study conducted by Gritti and Foss (2007) identified factors 
effecting customer satisfaction in an Italian Bank. The study revealed that customer 
satisfaction resulted in customer loyalty and thus recommended that a competency in 
customer service needed to be developed to improve profitability. Also, a study 
conducted by Consuegra (2006) found that own label brands in the United Kingdom 
retail industry was a source of competitive advantage.  
 Table 3.14 indicates the level of competence of each competitive advantage. 
Table 3.14: Level of Competence of each Completive Advantage 
COMPETITIVE 
ADVANTAGE 
COMPETENCY LEVEL 
Sustainability Core competence:  while WHL is the market leader in 
sustainability application and triple bottom line reporting, there are 
many competitors with similar programmes that can imitate it.   
Reputable Brand Name Distinctive competence:  strong brand name of the private label 
business ticks all four boxes and stand out as WHL‟s strongest 
competence. 
Strong Market Presence Competence:  geographic footprint of WHL is no more impressive 
than its closest competitors. It does, however, have a market 
leadership in online which could further develop the competency 
level in future, but at this stage it contributes minimally to turnover.  
Operations and Supply Chain 
Management 
Core competence: operations management has realised improved 
lead times and efficiencies that are market leading while the 
strong supplier relationships and integration are exceptional. 
Customer service is also a market leader. However, it is 
questionable whether competitors cannot imitate or negate these 
strengths. 
Strong Governance Programme Competence:  competence is easy to copy and a differentiating 
competitive advantage that cannot be negated. 
Service and Human Resource 
Development and Engagement 
 Core competence:  development of management and staff and 
the onus on a partnership relationship allows WHL to ensure high 
levels of morale and skill. This has a filter-down affect to providing 
improved service levels. Service is key in the industry and adds to 
the “value for money” perception of the product. Staff are 
encouraged to participate in an innovative culture. 
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Technology Core competence:  technology-driven culture has allowed WHL to 
drive all aspects of the business but does not provide them with a 
competence that cannot be copied. The fast pace of technological 
change brings into question the durability of the innovative edge 
they currently hold. 
Source: Woolworths Holdings Limited (2013) 
It thus indicates that the cornerstone of WHL‟s competitive advantage is its reputable 
name while carrying core competencies in sustainability, technology, operations and 
supply chain management, human resource development and engagement that is 
central to the strategy. The competencies of a strong market presence and a strong 
governance programme allow WHL to keep up with the competition. 
It is important to identify company weaknesses and deficiencies as they are liabilities 
which potentially could stunt future growth (Reader, 2002). In the case of WHL, the 
growing expansion of the group is placing strain on the distribution system which 
their management has highlighted as an area of risk. The food division is still a 
relatively small player in the local South African retail landscape with less physical 
locations than the large players in the market. The objective is to build a big food 
business with a wider range of lines including non-perishable items. This will allow for 
the utilisation of the benefits of economies of scale. The high price perception of the 
brand remains a threat to the supermarket concept with advertising being utilised to 
change the perception.   
The threat of the market entry of global competitors in the clothing division also 
necessitates larger scale to be able to compete. Economies of scale are thus a key 
external consideration in the market place in which WHL operates. The result has 
been for WHL to invest in online systems, expansion into Africa and acquisitions of 
various clothing retailers in Australia (Woolworths Holdings Limited, 2013). 
In order to improve quality, lead times and lower costs, WHL has addressed a 
weakness in the efficiencies of local suppliers by increasing the level of importation of 
product lines. The purchase back of the franchise stores was a further attempt by 
WHL to allow it to further reduce costs and take back control of the management of 
the trusted brand name (Zager, 2010). 
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It is then important to review the industry driving forces in Chapter two, to determine 
the compatibility with WHL‟s competencies. The comparison will identify areas in 
which WHL can potentially achieve competitive advantage (Hough, et al., 2011). The 
industry driving forces include: 
 Changing face of technology in retailing driving down costs and improving 
innovation and efficiencies while having readily available access to customer 
data 
  Impact of the entry of global competitors into the market place driving the 
achievement of higher economies of scale amongst current role players 
 Positive future growth projections in the industry 
 Changing demands in consumer tastes requiring innovative new products, 
layouts and experiences, value for money and convenient financial services. 
Also, improved service requirements to fulfil customer gratification 
 Competent leadership need 
 Growing consumer awareness around social and environmental issues linked 
to company sustainability 
 Providing customers with omni-channel option (Greeff and Mfuni, 2010). 
Therefore, it is apparent that the internal resource strengths of WHL outweigh the few 
resource weaknesses in its arsenal.  WHL are well-placed and aligned to the industry 
key success factors by utilising technology to improve efficiencies, drive down costs 
and further differentiate their product through innovation to more discerning 
consumers demanding sustainable attributes. The company is well-positioned to 
reach and service the emerging black middle class and are growing their geographic 
spread and economies of scale to counter the threat of global players and local 
market leaders. It is key for WHL to grow its scale to compete effectively. The 
distinctive competence of a highly-reputable name is a strong weapon in the WHL 
arsenal that sets the company apart and is aligned to the strongest industry driving 
force of the emerging black middle class. The core competencies of sustainability, 
efficient operations and supply chain management as well as engaged human 
resources are closely-aligned to the key success factors in the industry. The 
distribution system is a weakness that can be rectified over the short-term. 
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3.7 THE IDENTIFICATION OF THE COMPETITIVENESS OF THE COMPANY’S 
PRICES AND COSTS 
In Grant (2010) and Jones and Hill (2010), the identification of the company costs is 
described as essential in determining their business strength relative to competitors. 
It is key for company costs to be in line with competitors and it can be measured 
through analysis of the value chain and benchmarking. 
3.7.1 Value Chain Analysis 
The value chain indicates the structure of the activities it performs internally and the 
evolution of the business. It indicates the cost structure and where the value lies 
within the chain. The chain is an important indicator of strengths and weaknesses 
amongst the activities which aids the analysis of the internal environment. The 
companies that are able to better manage their value chain can gain a sustainable 
competitive advantage over rivals (Grant, 2010; Jones and Hill, 2010). The method 
was used by Kaplinsky (2000) who applied it to the global fresh fruit and vegetable 
market. The case study identified the changing demand from supermarkets entering 
the market for quality and availability.  
In Figure 3.4, the primary activities of inbound logistics, operations and service are 
identified as areas in which WHL holds a competitive advantage that allows them to 
drive down costs and improve efficiencies. The supplier relationships within the 
supply chain are a stand-out competence as an activity in which WHL has lower 
costs than competitors.  In the supportive activities of Figure 3.3, product Research & 
Development, technology and systems development as well as human resources are 
the areas that offer WHL a competitive advantage. Technology, however, is a key 
driver of many of the activities.  
The WHL distribution system has been identified as an area of weakness within the 
chain with expansion and acquisitions placing strain on the current distribution 
system. The area of sales and marketing does not offer a competitive advantage but 
with further development can be utilised to gain differentiation advantages. WHL 
have moved away from the Marks & Spencer model of not using marketing to 
promote pricing and is utilising it to change the high-price perception. In large, WHL 
are mainly using advertising to enhance their reputation through informing 
consumers but have promoted the “value for money” concept with commodity type 
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products and the “eat in for R100” campaign. It is clear that WHL are attempting to 
build competencies throughout the value chain to run more efficiently and drive down 
costs. While not all the activities are providing competency, attempts are being made 
to address the areas of weakness (Woolworths Holdings Limited 2012). Their unique 
approach, of focussing on differentiation and simultaneously on cost control, has a 
direct effect on how WHL view the value chain as the two objectives seem to 
contradict each other. The paradox is solved through the closely-knit relationship with 
suppliers (Yoffie and St. George, 1998). 
Figure 3.3: Value Chain Supporting Activities  
Source: Woolworths Holdings Limited (2013) 
Figures 3.4 and 3.5 illustrate the primary activities and the strengths within the WHL 
value chain. 
Figure 3.4: Value Chain Primary Activities  
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Source: Woolworths Holdings Limited (2013) 
Figure 3.4 further highlights the value chain activities that WHL excels at and which 
allow them to build competitive advantage through lowering costs and differentiating 
themselves. All three activities are strongly supported by the supportive activity of 
technology that is a key competitive advantage.  
Figure 3.5: Value Chain Activity Strengths   
 
 
 
 
 
Source: Woolworths Holdings Limited (2013) 
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determine whether they were truly achieving world-class standards (Yoffie and St. 
George, 1998).  
The food division emphasises quality and sets pricing levels at approximately five 
percent higher than Pick n Pay. This required constant benchmarking of pricing in the 
market place. The company also measures out of stock rates in comparison with 
Marks & Spencer to improve efficiency rates (Yoffie and St. George, 1998). 
WHL are attempting to improve the activities throughout the chain continuously to 
develop further competencies and at the same time lowering costs to compete more 
effectively. A key example is the investment in the online programme where WHL 
has developed an early-market leading competency in an area predicting high growth 
in future. The programme has the potential to be developed further into a core 
competency as buying patterns change, while apart from the initial financial start-up 
investment, it offers the potential to reduce operating costs. The expansion plans and 
acquisitions is a direct attempt to grow the business to compete more effectively with 
a strengthened value chain. 
3.8 STRATEGIC ISSUES AND CONCERN AREAS THAT REQUIRE ATTENTION 
Ndweni (2013) identifies that WHL have a smaller market share in the LSM 8-10 
income market segments than its strongest competitors, Pick n Pay in food and 
Edgars in clothing. Both competitors are struggling and shedding market share. WHL 
needs to ensure that they grow rapidly and gain market share to benefit from the 
current opportunity. 
WHL also needs to ensure that they remain a market leader in online offerings. The 
offering requires significant financial investment in a technology-driven segment 
where rapid change can leave today‟s leaders trailing competitors in a relatively short 
period of time. The company believes that it is essential for them to offer the 
changing consumer an-omni offering that allows them easy access (Ndweni, 2013). 
The burgeoning middle class has enhanced the attractiveness of the South African 
retail industry. Many global retailers with massive economies of scale are entering 
the local market which poses a threat to the established competitors. In order to 
compete effectively, WHL needs to grow bigger via expansion and acquisitions to 
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compete effectively whilst running world-class efficiencies. Bigger scale will also 
allow them to gain larger market share (Ndweni, 2013). 
Ndweni (2013) describes the changing consumer as more savvy and less loyal than 
before. The consumer is more demanding and is knowledgeable in what they are 
looking for which requires WHL to remain innovative and to give them what they are 
looking for. The introduction of the WRewards loyalty programme is crucial to 
preventing customers from defecting to competitors. 
The company is also conducting advertising campaigns to change the perception of 
WHL as the shop of choice of the rich to encompass a wider audience (Woolworths 
Holdings Limited, 2013). However, the distribution system has been identified as an 
area of concern that needs to be expanded in light of the rapid expansion of the 
company (Woolworths Holdings Limited, 2013). In addition, the focus on financial 
services could result in an increase in bad debt rates owing to the tough current 
economic environment (Woolworths Holdings Limited, 2013). 
In the clothing division, a high risk exists in remaining fashionable which if not 
correctly managed will impact negatively on turnover.  To counter this, WHL aims to 
continuously shorten the merchandise cycle (Woolworths Holdings Limited, 2013).  In 
the food division, the new supermarket concept requires lower pricing to compete 
more effectively. In return, the new concept will need to significantly increase 
volumes to justify the reduced margins (Woolworths Holdings Limited, 2013). 
3.9 WOOLWORTHS ENTRY INTO THE SUPERMARKET SEGMENT 
The food offering is aimed at the high LSM market segments but with an appeal to a 
wider spectrum. WHL insists on quality products that can be charged at a premium. 
The quality statement was highlighted in that WHL was the first retailer to introduce 
“sell by” and “consume by” dates. The company benchmarked its prices against 
competitors such as Pick n Pay and apply approximately five percent higher pricing 
levels. An assurance was created whereby people would be able to use all of the 
fresh produce they purchased without having to throw away any portion of it (Yoffie 
and St. George, 1998).  
Prior to the 1990s, the food division was perceived to be too expensive which 
required a change in strategy. Therefore, during the 1990s, the company cut prices 
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on basic lines that drew customers to the store to change the perception. Also, the 
company identified the fact that consumers did not like shopping for fresh produce at 
WHL and subsequently had to complete their general merchandise shopping 
elsewhere. WHL thus widened their product range to cater for a more complete 
offering. WHL also introduced smaller food only formats in more convenient locations 
for consumers. The introduction of “prepared foods” was a response to increasingly 
busy shoppers looking for fast and convenient meal options (Yoffie and St. George, 
1998).The group has also introduced small food shops in Engen forecourts that have 
allowed them to service their clientele 24 hours per day and provided access to a 
wider audience of potential shoppers. The concept also allows WHL the ability to 
offer further convenience to its shoppers (Skade, 2013).  
The company introduced advertising to the strategy in 1996 whereby information was 
provided to accentuate what makes the brand different. The campaigns aimed to 
engage consumers to act as advocates for WHL and stressed quality over price 
(Yoffie and St. George, 1998). The current advertising campaigns have shifted 
strategy towards changing the price perception by highlighting “value for money” 
(Moorad, 2013). 
WHL view supplier relationships as a partnership whereby they provide a high level 
of assistance and demand a high-level of quality in return. The relationship with 
Marks & Spencer provided suppliers with process and product technology for new 
lines. In some cases, suppliers entered into direct technology agreements with Marks 
& Spencer suppliers (Yoffie and St. George, 1998). 
A key element of the quality statement in food is the maintenance of the cold-chain 
system. The transportation of fresh produce is essential owing to the short shelf life 
of the product. As a result, the company employs key distribution points to ensure the 
maintenance of freshness from field to store (Yoffie and St. George, 1998). 
During the 1990s, WHL experienced problems in the distribution system that resulted 
in empty shelves and in stock rates sometimes as low as 60%.This was usually 
caused by buyers ordering late or incorrectly which resulted in poor coordination. 
This resulted in the implementation of an integrated distribution system to address 
the weakness (Yoffie and St. George, 1998). 
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The introduction of the supermarket concept was introduced as a consumer‟s basic 
basket purchase comprises fifty percent (50%) of non-perishable and general 
merchandise lines in which WHL had a limited presence. The supermarket concept 
was an attempt to offer a more complete shop from their existing clientele and to 
attract new clientele with the same profile. The goal was to obtain a trolley instead of 
a basket purchase. The new concept required WHL to grow their ranges especially in 
general merchandise and non-perishable lines, close monitoring of competitor pricing 
to improve the value proposition and the opening of larger format stores. The 
company introduced more nationally branded lines and increased bulk purchase 
options (Mack, 2012). 
WHL still maintains a high-level of private brand labels, in the region of eighty percent 
(80%) of stock lines, while it has introduced a wider selection of well-known national 
brands (Woolworths Holdings Limited, 2013). James (2014) discusses the growing 
popularity of private label brands in the South African retail industry as they search 
for “value for money”. The perception of private label brands has improved drastically 
as consumers no longer believe that quality is compromised. Private-label brands 
contribute (eighteen percent) 18% of sales to the supermarket segment with growth 
of between two and seven percent growth forecast over the next five years. This is 
linked to a forecast five percent growth forecast within the LSM 8-10 income 
grouping. Many people refer to private labels as a “trust mark” and will frequent the 
retailer in whom they have faith. In the current economic climate, price is an 
important consideration that enhances the appeal of private labels.  
As discussed in Mack (2012), the new concept stores aim to dispel the image of 
WHL as an expensive store with new product innovations and focussed customer 
service. WHL also has a food footprint in the Engen forecourts that has allowed WHL 
access to their clientele in convenient locations. Mack (2012) mentions that WHL 
now have nine to ten percent of the food market which provides them with the buying 
power required to negotiate discounts  to offer customers lower pricing. 
3.9.1 Supermarket Industry Life Cycle 
A deeper understanding of demand is required by companies to apply effective 
business strategy. It is highly-dependent on the industry life cycle stage in which they 
currently operate (Sabol, Sander and Fuckan, 2013). Grant (2010) describes the 
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industry life cycle as a highly-effective method for measuring competitive forces over 
a period of time in an industry. Jones and Hill (2010) highlight the fact that it is a good 
indicator of changing strengths and the nature of competitive forces as these 
elements evolve over time. In Sun, Kay and Chew (2008), the industry life cycle was 
utilised to predict the future strategic direction requirements of Hong Kong‟s 
department store industry. The study identified that the industry had past the 
introduction and growth stages and was leaving the maturity stage and entering the 
decline stage. The study, therefore, advised department store management to 
restructure their operations. 
Figure 3.6 indicates the characteristics of the growth phase in which the supermarket 
industry operates. The growth phase characteristics influence the business strategy 
of WHL and are aligned to the WHL current strategy of differentiating the 
supermarket concept (Woolworths Holdings Limited, 2013). From Woolworths 
Holdings Limited (2013), the following key objectives of WHL are aligned to the 
growth phase: 
 Competition – The supermarket industry is attractive and enticing to new 
entrants such as WHL  
 Product – The stage encourages the widening of product lines. WHL will keep 
a more narrow-line range as their private-label option caters to what they 
believe their clientele are looking for. They will, however, add additional 
national brand options to add variety 
 Price – WHL have lowered their pricing on bulk purchase lines and basic 
commodities to gain market share. Also, many “value for money” deals are on 
offer  
 Promotion – The “value for money” perception and high-quality statements are 
used by WHL to stress competitive differences. 
  Distribution – WHL plan to expand the concept rapidly if they are able to 
locate suitable locations  
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Figure 3.6 illustrates the supermarket life cycle. 
Figure 3.6: Supermarket Industry Life Cycle 
 
 
Source: Sabol, et al. (2013) 
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3.10 CONCLUSION 
The company has experienced significant growth in tough trading conditions whilst 
many competitors have lost ground. The appeal of the brand is primarily aimed at the 
high-income groupings but also appeals to the burgeoning middle class with their 
majority private-label products. The clothing and food divisions provide a unique 
appeal that concentrates on the strong brand name to cater to the polarised nature of 
the market.  
The history and background highlights the strong connection with Marks & Spencer 
from the United Kingdom, which has influenced the WHL business model. The 
company has further expanded its offering through the acquisition of the Country 
Road Group and further pending acquisitions in Australia to increase their economies 
of scale. The WHL business model aims to offer superior quality at a lower cost than 
competitors. This is achieved through closely-knit supplier relationships. 
The supermarket concept is a reaction from WHL to consumer‟s requirements for a 
one-stop shop aimed at increasing existing customers basket spend and to draw 
similar new clients. An increase in spend is potentially lucrative to WHL. The 
positioning of the supermarket concept in the industry life cycle was also identified 
and discussed. 
Chapter three analysed the internal environment of WHL through initially describing 
the effectiveness of the company‟s current strategy by identifying the target market 
and clarifying the unique company focus on product differentiation whilst lowering the 
cost of doing business. The evolution of the company strategy was discussed from 
1994 till current to better understand the current focus. The study then had an in-
depth look at the current strategy employed.  
The chapter then identified and further described the company‟s competencies, 
competitive advantages and weaknesses. A specific focus was placed on identifying 
and ranking the importance of the company competencies. The WHL value chain 
was then analysed to identify strengths and weaknesses in prices and costs of the 
activities. 
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The chapter then discussed the strategic issues and concern areas that required 
specific attention, and concluded by introducing the supermarket concept employed 
by WHL and analysed the supermarket industry life cycle. 
Chapter four discusses the research methodology of the study and describes the 
paradigm and design before introducing the protocol surrounding the case study 
methodology. 
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CHAPTER FOUR: RESEARCH METHODOLOGY 
4.1 INTRODUCTION 
The chapter provides a definition of business research, and then the research design 
is described. The chapter then discusses the methodological approaches available 
and identifies the most appropriate research method for the study. The case study 
method selection is justified and further described where after the protocol for the 
interview is discussed. 
4.2 RESEARCH DEFINED 
Research is defined as “a systematic and methodical process of enquiry and 
investigation with a view to increasing knowledge” (The Business Dictionary, 2014). 
However, research is difficult to define as it means different things to different people. 
Collis and Hussey (2009) identify elements of research on which there is consensus, 
including that research: 
a) is a process of enquiry and investigation 
b) increases knowledge 
c) is methodical and systematic  
For business research, Sekaran (2003) adds that research provides managers with 
essential information that allows managers to make informed decisions when 
encountering business problems. 
4.3 RESEARCH DESIGN 
Collis and Hussey (2009) describe research design as the structure of planning the 
research procedures to achieve the most valid findings. The design or methodology 
provides focus and direction to the study and determines how the data is sourced, in 
which manner it is sequenced, how the data is refined and synthesised, allows for the 
identification of relevant data and for clear conclusions to be drawn. The research 
design is a guideline for achieving the research objectives and answering the 
research questions. 
The study can be further classified into exploratory, descriptive, explanatory and 
predictive research. Exploratory research is used for the study as very little research 
on the topic is available. The study aims to identify patterns and ideas as an existing 
hypothesis cannot be tested (Collis and Hussey, 2009). 
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4.4 RESEARCH PARADIGMS AND METHODOLOGICAL APPROACH 
Before starting with a research study, it is important to have a clear understanding of 
the philosophical framework or approach as the paradigm determines the research 
techniques and influences the assumptions made. The research paradigm 
determines why and what type of data is collected, the source of the data, the timing 
of the data collection, and how and when the data is analysed. The methodology 
encompasses various methods that are utilised to conduct the research (Babbie, 
2009). 
Creswell (2009) identifies two research processes that are discussed further: 
 Positivism or the quantitative approach 
 Interpretivism or the qualitative approach 
4.4.1 Positivism or Quantitative Research Approach 
Positivism is based on the belief that reality is independent and that it can be 
explained by theory and empirical research. Therefore, it is believed that 
investigation has no influence on the reality.  It premises that rational assertions can 
be justified through verifiable scientific proof. The method mainly utilises quantitative 
techniques which require the collecting of data in a numerical manner. The theory 
looks at causal relationships and links it to theory (Collis and Hussey, 2009). 
Creswell (2009) describes the quantitative approach as structured by using numbers 
and framed by using closed-ended questions. 
4.4.2 Interpretivism or Qualitative Research Approach 
The interpretist approach is based on the assumption that social reality is affected by 
investigation. It aims to achieve a better understanding of certain phenomena in a 
specific situation. The approach favours subjectivity and thus utilises a qualitative 
approach to better understand the phenomena from the participants‟ point of view 
(Cooper and Schindler, 2008). Creswell (2009) describes qualitative research as 
structured by words and framed by using closed-ended questions. 
The study was conducted under an interpretist approach as a clearer understanding 
and a discovery of the phenomenon was required with a focus on qualitative data. 
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4.4.3 Qualitative versus Quantitative Research 
Quantitative research can be used to analyse subjective elements such as 
motivations and feelings whilst quantitative research is the preferred approach to 
reveal statistically relevant differences (Coldwell and Herbst, 2004). Coldwell and 
Herbst (2004) are of the opinion that the suitability of the approach is dependent 
upon the research problem, but that qualitative research is more difficult to validate 
and replicate. The two approaches are not always used in isolation of each other and 
are often combined to improve results. 
4.4.4 Triangulation 
The purpose of the method is that it should result in improved validity and reliability. 
The approach utilises different data sources in the hope that they produce similar 
results in support of the same hypothesis theory. The approach is often used in 
qualitative research where subjective methods such as interviews and observations 
are utilised (Collis and Hussey, 2009). 
4.4.5 Validity and Reliability 
Validity refers to the level of accuracy of the findings surrounding the phenomena of 
the study. Validity is undermined by research errors such as poor samples, incorrect 
research procedures and inaccurate measurement (Collis and Hussey, 2009). 
Reliability refers to the credibility of the study and whether a repeat of the study 
would produce the same results. If researchers are unable to replicate, or produce 
consistent measurements, it negatively influences the ability to draw conclusions and 
construct theories. 
4.5 THE MOST APPROPRIATE RESEARCH METHOD 
The methodologies associated with interpretivism are varied and the most suitable is 
dependent upon the scope and the nature of the topic. 
4.5.1 Hermeneutics 
The methodology takes the context of the underlying historical context into 
consideration to better understand and interpret the phenomenon. It assumes that a 
relationship exists between the historical experience and the underlying structures 
(Collis and Hussey, 2009). 
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4.5.2 Ethnography  
The methodology uses socially-accepted knowledge to interpret human activity. It 
provides insight into how a specific group of people view the world (Collis and 
Hussey, 2009). 
4.5.3 Participative Enquiry 
The methodology aims to involve the participants as much as possible in their natural 
setting. The participants are analysed in their own groups or organisations and are 
allowed to set their own direction of study (Collis and Hussey, 2009). 
4.5.4 Action Research 
The methodology aims to produce a controlled change in a partially-controlled 
environment. It produces a controlled change which the research method is then able 
to measure (Collis and Hussey, 2009). 
4.5.5 Grounded Theory  
The methodology generates a theory based only on the data generated by the 
phenomenon. A structured range of procedures is utilised to obtain a deductively 
derived theory about the phenomenon (Collis and Hussey, 2009). 
4.5.6 Case Study 
The methodology explores a single phenomenon to gain in-depth knowledge through 
applying various methods in a natural setting. The phenomenon is the case and it 
can refer to a business, groups, a person, an event or a process. A major focus is 
placed upon understanding the dynamics in a particular setting (Collis and Hussey, 
2009). The method is preferred when “how” and “when” questions are asked (Yin, 
2009).  
Yin (2009) highlights the fact that the case study method requires a clear 
understanding of the history and future of the events to more clearly understand the 
phenomenon. A clear understanding of the business concept is also required and the 
study describes a certain phenomenon that is valid for a certain time period.  
Cooper and Schindler (2006) describe the case study method as allowing for 
generalisations to similar case studies and that it provides the opportunity to test 
relationships between various elements of the findings. The method is also very 
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useful when looking for patterns of organisational behaviour within a business 
environment. 
The study selected the case study method to conduct the research study and utilised 
a single case study (unit of analysis) approach that was exploratory in nature. This 
allowed the researcher to gain a better understanding of the unit of study. 
4.6 THE CASE STUDY 
The study selected Woolworths Holdings Limited (WHL) in the food and clothing 
retail industry in South Africa as the case study unit, which is a publishable case 
study.  
4.7 THE CASE STUDY PROTOCOL 
It is essential to follow a case study protocol to improve the validity of the study. Also, 
the protocol provides the researcher with guidance and direction (Yin, 2009). The 
protocol structure requires various steps. 
4.7.1 Introduction to the Study 
The introduction to the study includes an overview of: 
a) Purpose of the study 
b) Description of the research question 
c) Description of the objectives of the study 
d) Overview of the literature results 
4.7.2 Research Execution 
Primary data is described as data collected at the source. The qualitative data is 
collected through interviews, focus groups and document studies (Walter, 1995). The 
study is primarily based on an analysis of primary and secondary sources which were 
followed-up and confirmed by a telephone interview. 
A semi-structured telephone interview was found to be most suitable and conducted 
with Pieter De Wet from the WHL Head Office in Cape Town. As the Executive 
Assistant to the CEO, he was well-informed and qualified to add value to the study. 
The interviewer used an interview guide with prepared questions to be answered. 
The semi-structured nature of the interview allowed the interviewer the ability to ask 
additional questions during the interview to gain further insight.  
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a) The case study questions 
Walter (1995) explains that a semi-structured interview method consists of using an 
interview guide with prepared questions to be answered by the interviewee. Weiss 
(1994) describes an interview guide as essential to preparing for an interview as it 
identifies key issues and further prepares the interviewer for unplanned deviations. 
The guide is very helpful for novice interviewers. 
The case study questions were as follows: 
1) Which factors of the PESTLE analysis do you deem as relevant to the retail 
industry?  
2) Which of Porter‟s Five Competitive Forces are most relevant in the industry? 
3) What are the driving forces and key success factors in the industry currently? 
4) Do you agree with the group mapping exercise in food and clothing? 
5) How is WHL strategically approaching taking advantage of weaknesses in 
Pick n Pay and Edcon?  
6) What is the current target market of WHL? What is the product focus in the 
food and clothing divisions? What is the company value proposition? What 
customer channels are utilised? What partnerships and/or alliances do WHL 
have? 
7) WHL has a unique strategy of offering a mix of low cost and high 
differentiation whilst focussing on a niche market? Please comment. 
8) Why did WHL change strategy in 2010 towards gaining market share? 
9) What are the company competitive advantages and competencies? 
10) What are the current weaknesses that are concerning WHL? 
11) What elements of the value chain primary and support activities do WHL deem 
as strengths and activities of concern? 
12) What are the current strategic focus points for WHL? 
13) Why was the supermarket concept introduced? Is it not in conflict with the 
business model of selling largely private-label products to a niche market 
segment? Will the supermarket concept not harm the strong brand name? 
Secondary data is described as data not directly collected at the source but available 
from previous research on the company. The study collected data from previous 
journals and textbooks analysing the company and the topic. The Internet was 
 98 
 
utilised extensively to access databases providing articles, annual reports and 
newsletters (Crisp, 1977). 
4.8 CONCLUSION 
The chapter introduced and defined research to clarify key elements. The research 
paradigm was described and the methodology and design selected was discussed. 
The chapter then discussed the research methodology and research design methods 
available before describing and justifying the selection of various methods. The most 
appropriate method was then selected and justified. 
The chapter then discussed the case study methodology and the protocol followed in 
the interview process. Chapter five provides a summary of the study and offers 
conclusions and recommendations. 
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 
5.1 INTRODUCTION 
The chapter summarises the findings of the literature review in conjunction with the 
case study interview transcript in Annexure A. The summary links the findings to the 
research questions to achieve the research objectives. The study then provides 
conclusions and recommendations. The study concludes by identifying and 
recommending areas requiring further research. 
5.2 RESEARCH SUMMARY 
The research summary outlines the findings from the analysis of the study‟s research 
questions to provide relevant conclusions and recommendations. 
5.2.1 Primary and Secondary Study Objectives 
The primary research objective of the study was to conduct an investigation of WHL‟s 
strategic business positioning within the South African clothing and food retail 
industry. The study also investigated whether the supermarket concept introduced by 
WHL was aligned to the business model and business strategy of the company. 
The following secondary objectives were pursued to achieve the identified objectives: 
 To determine what an environmental analysis of Woolworths‟ internal and the 
industry external environment reveals 
 To gain an understanding of Woolworths‟ current business model 
 To gain an understanding of the industry driving forces and key success 
factors 
 To gain an understanding of Woolworths‟ current strategic issues 
 To gain an understanding of Woolworths‟ current strategies, competencies 
and competitive advantages 
 To gain an understanding of Woolworths‟ value chain 
 To investigate the alignment of the supermarket concept with the business 
model and business strategy of the company  
The secondary objectives were analysed in context of the South African food and 
clothing retailing industry to draw up specific conclusions and recommendations. 
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5.2.2 Synopsis of the Literature Review and Interview Transcript 
The summary utilised the following sub-headings to answer the study‟s research 
objectives: 
 South African retail industry 
 WHL internal analysis 
 Supermarket concept alignment 
5.2.2.1 South African retail industry 
The PESTLE analysis established that political and economic factors are invariably 
linked and that the apartheid era produced a highly-polarised society. This has 
resulted in skewed income distribution requiring WHL to cater to their more traditional 
and affluent market segment while not ignoring the burgeoning middle-class segment 
that holds vast potential. The technology factor was a key driver for WHL in 
differentiating themselves through innovation to delight their clientele with new 
products and offerings and improving efficiencies. The use of technology in the online 
offering was a market leading advantage that allowed WHL the ability to engage with 
customers via multiple channels. WHL also excelled in the application of 
environmental-friendly business practises which enhanced the sustainability of the 
business and satisfied customer‟s demands. The interview transcript in Annexure A 
confirms the importance of the identified factors in the industry and to WHL. 
An analysis of Porter‟s Five Competitive Forces indicated that the retail industry in 
South Africa has medium competitive forces indicating that the market was attractive 
and held potential for generating profits. The jostling for competitive advantage 
amongst rivals was a medium force which was influenced by the attractiveness of the 
emerging middle-class spending power. The burgeoning middle class had also 
created a strong competitive force in new entrants to the market. The advent of 
online services carried the potential to change the competitive substitution force to a 
higher level but, for the moment, it remained a low pressure. The interview conducted 
with Pieter De Wet of WHL confirmed that WHL was well aware and interested in the 
burgeoning middle class and the strong threat of new entrants into the marketplace 
(see interview transcript in Annexure A). They also believed that they needed to 
focus on self-improvement as a strategy to counter new global entrants and have a 
strong online offering which they foresaw offering a huge future growth potential. The 
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driving forces of omni-channel, the need for increased economies of scale, the need 
to keep innovating as tastes change, the lowering of costs and improving efficiencies, 
the current demand for “value for money” and leadership competence were factors 
that the WHL executive agreed to as key to WHL in the industry. The key success 
factors in the industry were thus identified as follows: 
 To offer multiple products through multiple channels 
 To utilise technology to improve innovation and efficiencies as well as better 
engage customers 
  To achieve increased economies of scale  to compete more effectively 
against large global competitors 
 To gain market share through effectively tapping into the burgeoning middle-
class segment 
 To utilise sustainability to satisfy the growing consumer awareness around 
social and environmental issues and to improve efficiencies 
 To satisfy the current trend of “value for money” 
 To provide strong leadership 
The group mapping exercise indicated the important role that the number of locations 
played in the retail competitor‟s race to gain market share. It was apparent that WHL 
was targeted at a higher LSM target market in the food division but had a lower 
number of locations. The interview transcript, in Annexure A, confirmed that WHL 
was differentiating the supermarket offering as “the mind of a supermarket and the 
soul of a deli”. WHL, therefore, were not intent on competing along the traditional 
supermarket competitive points and had reacted to their customer bases request for 
a more complete shop. The focus was on innovative products and services at 
reasonable prices. 
The group map in the clothing sector indicated the competitiveness of WHL in the 
number of store locations it possessed. The sector indicated a high number of 
competitors aimed at a similar income and LSM bracket. It was a segment dominated 
by the market leader in Edcon. WHL and MR PRICE offered a range appealing to 
shoppers looking to “shop down” and WHL was benefitting from a wide range of 
pricing options. The interview transcript, in Annexure A, confirmed that WHL was well 
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aware of the need to increase their clothing economies of scale through their 
acquisition programme. 
The SWOT analysis noted the sophisticated nature of the South African retail 
industry. The analysis highlighted the strengths and weaknesses within the industry 
and the opportunities and threats that characterised it. The SWOT analysis 
complemented Porter‟s Five Competitive Forces analysis and similarly indicated 
more strengths and opportunities than weaknesses and threats in the industry. 
The strategic stance analysis indicated that food and clothing competitors in Pick n 
Pay and Edcon respectively were shedding market share owing to structural 
weaknesses that were undergoing recovery programmes. The transcript interview 
(see Annexure A) confirmed that WHL believed that the two market leaders lost focus 
of their target market. WHL was reacting by concentrating on improvement to take 
advantage of the current market leader weaknesses.  
The strategic stance analysis highlighted the common features of competitors aiming 
to improve efficiencies, reduce costs and to increase their economies of scale 
through expansion and/or acquisitions. The focus on sustainability and customer 
engagement were common features of the competitor strategic stances.  The 
clothing-sector competitors, who traded on a mainly cash basis, had a distinct 
advantage over their credit-geared counterparts who had bad debt concerns to 
minimise. The food sector was characterised by competitors attempting to offer a full-
spectrum LSM option, the widening of ranges and the promotion of private-label 
brands. The strategic plans of WHL were closely-aligned to the driving forces and 
key success factors identified in the industry. 
5.2.2.2 WHL internal analysis 
The company had a unique business model that offered consumers a superior quality 
at a lower cost than the competition. WHL also utilised a tightly-integrated supply 
chain to achieve the polarised objectives. The formula was dependent upon 
continuous improvement. The WHL model was based upon the business model of 
Marks & Spencer, with whom it shared many similarities, while adding elements 
unique to South Africa. The WHL was based upon the following pillars: 
 To focus on quality and innovation through premium label brands 
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 To build the operations and supply chain through a centralisation model and 
strong supplier relationships. Also, a focus on shorter lead times in sourcing 
latched to utilisation of increasing economies of scale 
 To achieve sustainability through the Good Business Journey programme 
 To offer a combination of formats and build the online offering to cater for 
convenience 
 To be the employer of choice based on a value-based culture and focusing on 
skills training and building a high-performance organisation 
 To improve customer resilience 
The study analysed the strategic relevance of key elements of the business model. 
The transcript interview confirmed the relevance of the elements (see Annexure A). 
The elements were identified as follows: 
a) Key partnerships/alliances 
A joint-venture relationship with Engen petroleum allowed WHL the ability to increase 
the coverage of their food offering while offering further convenience to their clientele. 
ABSA Bank was also a strategic partner who assisted in the reduction of risk through 
efficient credit-control management of the WHL debtors‟ book. A strong strategic 
alliance existed with Marks & Spencer with whom they carried a technology 
agreement and shared benchmarking and best practises.  
b) Key strategic suppliers 
A few long-serving relationships existed with key suppliers with closely-integrated 
relationships. This was a key element of WHL‟s business model as it allowed them 
the ability to drive-down costs while improving quality and efficiencies. 
c) Market segment 
The company focuses on the LSM 8-10 higher income groups with an interest in the 
burgeoning middle class. The company realised that this segment had more 
disposable income and was more financially-resilient. The food division appealed to 
the more affluent income levels while the clothing division had a broader appeal 
whilst focusing on the resilience of the higher-income grouping. 
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d) Products 
The food division offered convenient and innovative products offering value-for-
money and a high level of quality. The clothing division offered a wide offering of 
pricing categories while catering to both modern and classic appeals and 
emphasising value-for-money and quality.  
e) Value proposition 
WHL provided the following specific value propositions to its customers: 
 Quality products 
 Value-for-money 
 Convenience 
 Innovative product lines 
f) Customer relationships 
WHL provided high levels of customer service through engaged staff members. 
Marketing to customers was not based on price but through useful information which 
added value. Customers were rewarded for loyalty through WRewards and My 
School programmes. 
g) Customer channels 
Convenient locations were offered with food stores and Engen One-Stop stores 
servicing high-traffic suburban areas. The clothing and food combination stores were 
conveniently located in prime mall or high-street locations. The new WHL online 
offering catered to changing buying habits and improved geographic reach. 
h) Activities and processes 
The company added value through innovative product lines provided at a low cost. 
WHL concentrated on inbound logistics and operations to reduce costs. Its internal 
processes were aligned to engaging with staff as the company believed that a happy 
staff culture would result in exceptional service levels. 
i) Strategic resources 
The company‟s strategic resources included: 
 Reputable brand name 
 Successful sustainability programme 
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 Strong operations and supply chain management 
 Strong governance programme 
 Strong staff-development culture 
 Innovative culture 
j) Cost structure 
The company kept its costs low through a variety of initiatives, including: 
 Strong relationships with suppliers allowing for integration 
  Technology to improve systems 
 Direct company control of all outlets 
k) Revenue streams 
The company‟s revenue stream was split between the food, general merchandise 
and clothing and financial-services divisions that offered a unique product offering. 
The focus was on offering higher-quality products at a lower cost than competitors. 
l) Profitability and sustainability 
The company‟s business model and strategies had led to bottom-line profits for three 
years that are exceptional in a market place where the industry leaders were 
struggling. The results were market leading and driven by the Good Business 
Journey sustainability programme that was incorporated in the company strategic 
plan. The programme was realising impressive triple bottom-line results. 
The company aimed at a narrow target market whilst stressing low-cost operations 
and simultaneously focusing on product differentiation. Pieter De Wet, from the WHL 
head office clarified that these elements made the company different and that they 
were not competing on price but on quality products that were affordable. The focus 
was unique but well-positioned to benefit from the consumer demand of “value for 
money”.  
The competitive strategy of WHL was a crucial guide to understanding the strategy 
applied by WHL. The strategic elements were as follows: 
 Strategic target: The company aimed at a narrow market segment (LSM 8-
10) where buyer needs and preferences were distinctly different. The 
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company focused on lowering costs and offering high-levels of differentiation 
within this segment. 
 Basis of competitive advantage: The company utilised lower-cost 
advantages and high-differentiation capabilities to give customers better value 
for money. 
 Product line: The company focused on satisfying the tastes and preferences 
within the narrow LSM 8-10 segment. 
 Production emphasis: WHL emphasised continuous cost reductions while 
adding further differentiated product features. Technology was utilised to 
improve continuously. 
 Marketing emphasis: The emphasis was placed upon communicating how 
the product offering best suited the customers‟ requirements. 
The competitive strategy of WHL required them to stay committed to serving the 
niche market at the lowest cost whilst remaining highly-differentiated. The strategy 
recommended that the company should remain focussed on its niche market 
segment and not attempt to appeal to a wider audience with a wider product range. 
The interview transcript (see Annexure A) revealed that previous mistakes required 
WHL to improve their pricing to change the price perception of the company as being 
expensive. 
The company changed strategy in 2010 to adjust to changes in the local marketplace 
characterised by the entry of global players. The changes required WHL to gain 
market share which they were driving through an acquisition strategy. The company 
applied the strategy by focusing on its customers, operations, people and the Good 
Business Journey programme. WHL had further narrowed their focus towards 
achieving their objectives by: 
 Building stronger, more profitable customer relations 
  Becoming a leading fashion retailer in the Southern Hemisphere 
  Becoming a big food business 
 Becoming an omni-channel business 
 Continuing to build the business in the rest of Africa 
 Offering customers simple, convenient and rewarding financial services 
 Embedding the Good Business Journey throughout the business 
 107 
 
The focus points were clearly-aligned to the industry driving forces and key success 
factors. 
The analysis and transcript (see Annexure A) concurred that the strongest 
competitive advantage held by WHL was its reputable brand name that was a 
distinctive competency and very difficult for the competitors to compete against. 
Sustainability, operations and supply chain management, service and human 
resource development and engagement and technology were also identified as key 
core competencies that were integral to WHL‟s success. Strong governance and a 
strong market presence were identified as lesser competencies as well. All of the 
competencies were influenced by the core competency in technology. Table 5.1 
summarises the level of competence of each competitive advantage. 
Table 5.1: Level of Competence of each Competitive Advantage  
COMPETITIVE ADVANTAGE COMPETENCY LEVEL 
Sustainability Core competence  
Reputable Brand Name Distinctive competence 
Strong Market Presence Competence  
Operations and Supply Chain Management Core competence 
Strong Governance Programme Competence 
Service and Human Resource Development and Engagement  Core competence 
Technology Core competence 
Source: Woolworths Holdings Limited (2013) 
The analysis and transcript interview (see Annexure A) concurred that the acquisition 
programme had placed pressure on the distribution programme of WHL which 
needed to be addressed. Further weaknesses lay in the relatively small size of the 
food business which was being addressed through the online offering and expansion. 
The poor price perception was concerning and part of a marketing campaign to 
rectify. The company had also sourced imported clothing suppliers to guarantee 
quality supply.  
Therefore, it was apparent that the internal resource strengths of WHL outstripped 
the few resource weaknesses in its arsenal.  WHL was well-placed and aligned to the 
industry key success factors by utilising technology to improve efficiencies, drive 
down costs and further differentiate their product through innovation to a more 
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discerning consumer demanding sustainable attributes. The company was well-
positioned to reach and service the emerging middle class and was growing their 
geographic spread and economies of scale to counter the threat of global players 
and local market leaders. It was key for WHL to grow its scale to compete effectively. 
The core competencies of sustainability, efficient operations and supply chain 
management as well as engaged human resources were closely aligned to the key 
success factors in the industry.  
The value chain indicated that the cost structure was where the value lay in the 
chain. WHL had a very strong value chain which allowed them to understand their 
products from manufacture through to the sale to the customer. The strong primary 
activities in the chain were inbound logistics, operations and service. The strength in 
their secondary activities lay in Research & Development, Human Resources and 
Technology. The primary activity of outbound logistics was of concern with the 
pressure placed on the distribution system owing to the acquisition strategy. The 
company was actively attempting to strengthen the value chain to compete more 
effectively. 
WHL used benchmarking to measure themselves against the competition and to 
guide them towards achieving world-class standards. The strategic, supplier and 
technology alliances shared with Marks & Spencer was of great benefit to WHL and 
allowed them the ability to improve continuously. A specific focus was placed on 
competitor price checks to maintain the “affordable” perception. WHL were also 
continuously trying to improve activities throughout the chain by developing 
competencies further and, at the same time, lowering costs. The improvement 
strategy was also focussed on continuous innovation.  
The strategic issues and concern areas that required attention were that WHL 
needed to: 
 To grow rapidly by taking advantage of weaknesses in the market  as leaders 
were shedding market share as the company was relatively small and had the 
opportunity to gain market share 
 To remain the market leader in online offerings as it was predicted to grow in 
contribution to sales and catered to changing customer needs. This, however, 
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required significant investment as technology was driving rapid change in the 
market. 
 To increase its economies of scale as the entry of global players required 
WHL to compete effectively. WHL was utilising an acquisition and expansion 
plan to achieving this objective. 
 To cater for a consumer who has become savvier and was demanding 
innovative new products, services and shopping experiences. It was, 
therefore, essential for WHL to keep on innovating and to satisfy changing 
customer tastes  
 To change the high-price perception that they had  through price 
benchmarking and an advertising campaign 
  To control the focus on financial services carefully to prevent potential bad 
debts  
 To ensure that the clothing division remained fashionable which was 
complicated. As a result, the company was addressing the threat by 
shortening the merchandise cycle  
The new supermarket concept required lower pricing. However, the risk existed that 
WHL did not achieve the required volume increases to justify the lower margins 
5.2.2.3 Supermarket concept alignment 
The company analysis and the interview with WHL executive management revealed 
that the introduction of the concept was a result of their clientele asking for a bigger 
store where they could complete a bigger basket purchase. The goal was to obtain a 
trolley instead of a basket purchase. The new concept required WHL to grow their 
ranges especially in general merchandise and non-perishable lines, close monitoring 
of competitor pricing to improve the value proposition and the opening of larger 
format stores. The company introduced more nationally-branded lines and increased 
bulk-purchase options. The WHL executive added that a lot of work was done with 
customers and suppliers to better understand how they would create a supermarket 
with a difference. The objective was to deliver a store with “a mind of a supermarket 
and the soul of a deli”. The concept would continue to target their traditional niche 
market in the LSM 8-10 sector and justify the volumes required by upgrading 
customers from a basket to a trolley purchase. 
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The company believed that they were still focussed on the same niche market and 
that the supermarket concept was “bigger but better” as a reference to the improved 
levels of innovation it introduced. The company was aiming to enhance the shopping 
experience and to introduce “theatre” to the shopping experience. The product focus 
remained on high-quality private-label brands with a national-brand option to widen 
the range. This was in line with a growing acceptance in the marketplace for private 
label brands that championed the retailers‟ quality statement. The consumer 
perceived the private-label brand as a “trust mark” and  a “value for money” 
statement that attracted clientele to the retailer. WHL had no intention to compete 
directly within the highly-competitive food retail industry and were totally focussed on 
targeting their affluent and resilient niche market segment. 
The supermarket industry life cycle indicated that the supermarket industry was in the 
growth phase of its development. The characteristics of this stage of development 
are as follows: 
 Competition – the segment is very attractive and enticing to new entrants 
owing to the high growth rate and potential. This characteristic was aligned to 
WHL‟s roll out of the supermarket concept. 
 Product - the stage encourages the widening of product lines. WHL would 
keep a more narrow-line range as their private-label option catered for what 
they believed their clientele were looking. They would, however, add an 
additional national-brand option to add variety.  
 Price - WHL had lowered their pricing to gain market share and to promote 
“value for money”. 
 Promotion – the “value for money” perception and high-quality statements 
were used by WHL to stress their competitive differences.  The introduction of 
a supermarket with “the heart of a deli” stressed their difference. 
 Distribution – WHL planned to expand the concept rapidly if they were able to 
locate suitable locations. This was aligned to their expansion strategy. 
The characteristics of the industry growth phase and introduction of the WHL 
supermarket concept were closely-aligned and complementary in most aspects. WHL 
had been careful to maintain “the difference” within the supermarket and had 
maintained the focus on mainly private-label brands. The private-label brand in fact 
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enhanced the WHL quality statement, and with the raised level of shopping 
innovation, also complemented the reputable brand name. The supermarket concept 
complemented the business model pillars discussed in Chapter three and remained 
focussed on the elements that had brought the company success.  
The concept still continued to enhance the value propositions of quality products, 
value for money, convenience and innovative product lines. The supermarket 
concept was also aligned to the business strategy as it remained focussed on 
servicing a niche market with private-label brands, while lowering costs and catering 
to changing customer needs. The concept complemented the growth strategy and 
would allow the company the ability to build a bigger food business and increase the 
much required economies of scale it required. The company had shown a strong 
ability to change and, in the case of the supermarket concept, were catering to the 
needs of their customers. 
5.3 RECOMMENDATIONS 
The company needed to maintain a focussed approach to serving the niche market 
and resist the temptation to target a wider audience. The supermarket concept 
especially needed to continue to focus on the LSM 8-10 segment that was far less 
competitive than the middle segment. WHL needed to continue to provide improved 
products, features and services at a lower cost as they simply could do it better than 
the competition. The ability to offer perceived “value for money” better than the 
competition was key and more lucrative than the middle segment where consumers 
were looking for lower pricing as a differentiator. This ability would prevent 
competitors from entering this affluent and resilient market segment. However, a 
strategic focus on low-cost and simultaneously on differentiation was a fine balancing 
act that needed to be monitored carefully and directed through strong leadership. 
The company‟s need to expand required a prudent acquisition strategy that took into 
consideration the alignment of the target market with the WHL business model. The 
company needed to expand rapidly to compete effectively and to complement the 
value proposition of convenience. This, however, would require WHL investing in 
sourcing quality locations. 
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The protection of the brand name was essential to the company. The reputable brand 
name was the strongest competitive advantage that the company possessed and 
maintained by the perceived quality of the WHL offering. The quality statement was 
showcased by the private-label brands which could not be compromised in any way. 
Without the quality statement, the brand would lose its alignment to the affluent 
market segment, which made it different to the competition. It was important that the 
new national brands introduced not be allowed to overshadow the private label 
offering but only complemented them. The aspirational element of the brand should 
be nurtured by Woolworths to continue to attract a broader audience of which a large 
percentage were entering the higher LSM segments. This offered an opportunity for 
WHL to grow their market share whilst staying true to their tried and tested formulae 
for success and improve their risk profile. 
The cornerstone of the WHL „difference” was driven by the use of cutting-edge 
technology which should never be compromised. Without investment and continuous 
improvement, the business model would stagnate. The need for innovation was a key 
element of their “people and supplier” culture and needed to be cultivated 
continuously. The introduction of the supermarket concept should also continuously 
offer innovation and difference. The company needed to keep on innovating as the 
competition could not compete against the unique hybrid formula.  
The improvement in the value chain was a key component for WHL to maintain its 
leadership in the “value for money” segment. The more they improved the value 
chain the better they became. Therefore, the apparent weakness in the distribution 
system needed to be addressed using a low-cost focus to build a competency. The 
marketing and sales activity should receive more focus as it drove the WHL 
difference and could provide an increase in consumers‟ perception value of the 
brand. The company should further utilise the loyalty programme to stave off 
competitors looking to enter the segment. The protection of the strong supplier 
relationships was key and could not be compromised by choosing to increase the 
level of imports where limited relationships existed. 
The company needed to continue engaging with customers and identifying their 
needs. A large success factor had been WHL‟s ability to provide customers with what 
they wanted or creating the correct perception of what they believed they wanted. 
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WHL should never deviate from their ability to “pull close” to customers and to 
understand them better. The online offering and Woolworths‟ card provided them with 
essential shopper information on which they needed to make informed decisions. 
The ability to lead the market in the online offering was essential as consumer-buying 
patterns were going to change drastically in the future. The ability to engage with 
customers across multiple platforms and to offer further convenience was essential 
and complemented their model.  
The company needed to use benchmarking and its relationship with Marks & 
Spencer to achieve world class standards continuously that would justify its pricing 
perception. They also needed to ensure that they offered consistently better “value 
for money” than their competition. 
5.4 AREAS REQUIRING FURTHER RESEARCH 
 Research on the retail industry in South Africa during the post-apartheid era has 
been limited, which has necessitated a change in strategic focus. The ability to target 
the highly-polarised society effectively also requires further investigation. 
WHL has failed in effectively entering certain African countries and has had to 
withdraw on occasion. Further research is required to identify the market entry 
strategies that were most suitable and which would facilitate successful rollouts. 
The marketing and sales activity in WHL had increased in prominence but still 
potentially constituted an untapped competence in the value chain. Further research 
is required to identify the best manner in which to utilise the activity to enhance and 
differentiate the reputable brand name. 
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Annexure A  
Transcript interview 
Interviewer: NMMU Business School MBA student, Ralph Kuhn 
Interviewee: Executive Assistant to WHL Chief Executive Officer, Pieter De Wet. 
The interviewee is directly involved with the compilation and execution of strategy at 
WHL in his supporting role to CEO, Ian Moir. 
Interview Setting: Telephonic interview conducted on Wednesday 5th November 
2014 at 14h00. 
(Start of Interview) 
Interview Structure: The interviewee read the treatise document in advance of the 
interview and noted his surprise at the depth of information and the study‟s grasp of 
the WHL strategy. The interviewee endorsed the contents of the treatise document 
but noted that much of the content contained confidential information that he 
potentially could not directly comment on. It was agreed that when a question was 
too sensitive for the interviewee to directly respond to, he would endorse or refute the 
study‟s interpretation while adding additional information. 
Introduction to the study:  A brief background was provided to the interviewee as to 
the purpose of the study. The author explained that the case study on Woolworths 
Holdings Limited is the treatise component for the partial fulfilment of a Masters 
Degree in Business Administration at the Nelson Mandela Metropolitan University 
Business School. The topic of the treatise was revealed as; an investigation of 
Woolworths Holding Limited (WHL) strategic business positioning in the South 
African clothing and food retail industry. The study also investigated whether the 
supermarket concept introduced by Woolworths Holdings Limited (WHL) is aligned to 
the business model and business strategy of the company. 
The interviewee had read the contents of the study in preparation for the interview 
where after the research questions were discussed and clarified. The objectives of 
the study were discussed where after the results of the literature review were 
discussed. The interview questions would consist of questions related to four areas 
of the study and based upon the objectives of the study. The four areas described 
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are the external environmental factors, internal company analysis, the company 
business model and the supermarket concept. 
Interviewer:  Which factors of the PESTLE analysis do you deem as relevant to 
the retail industry?  
Interviewee: The environment is definitely infenced by the wide split between the rich 
and poor in the country. WHL are definitely aware of the black middle class emerging 
but are more concerned with LSM brackets than race groups as WHL have gone to 
great lengths to offer a cross cultural appeal. WHL are very focussed on the LSM 8 – 
10 segment but it must be noted that the brand is aspirational with wide appeal. 
Technology obviously also plays a role in the retail environment with the common 
trend of driving down costs and improving efficiencies. The environmental factor is 
key to the way WHL run their business with the Good Business Journey driving triple 
bottom line reporting which is apparent and constituting a whole section in the newly 
released WHL integrated report. There is so much focus on GBJ throughout the 
business. WHL have always had a very strong affiliation with the environment and we 
truly believe in doing the right thing. It is in our DNA. 
Interviewer: Which of Porters 5 Competitive Forces are most relevant in the 
industry? 
Interviewee: The competitive levels in the industry are very high but WHL is less 
concerned about what the competition is doing and more concerned about doing 
what we do better. We will definitely see an increase in the number of foreign 
competitors entering the market which is a major threat. The world is definitely 
becoming a smaller place. However, we are seeing a trend of new entrants not being 
able to compete against us on price which is working in our favour, for example Zara. 
Also, the competition is battling to compete on seasonal lines and an advantage that 
we have. Online is a good example of a substitute product that WHL is driving very 
hard. We have the best online program in the industry and see huge growth potential. 
Global trends show that it starts of slow and then grows rapidly. For example, the 
CEO of Macey‟s has indicated that online is contributing thirty percent to sales after 
launching ten years ago. They use a centralized model of distributing online stock but 
we will utilize the stores in the area more and more as it offers an excellent 
opportunity to manage our markdown risk by evenly utilizing aged stock. 
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Interviewer: What are the driving forces in the industry currently? 
Interviewee: I agree with your identified points of omni-channel, the need to increase 
economies of scale, the need to keep innovating as tastes are changing, the current 
trend of lowering costs and improving efficiencies, the value for money offering and 
leadership competence. However, it is important to note that retail changes quickly 
which effects what we focus on but currently this is the trend. We are very focussed 
on leadership and are actively looking for the best talent in the world. WHL has made 
pricing mistakes in the past so we are on a huge drive to promote the value for 
money concept to clients.  
Interviewer: Do you agree with the group mapping exercise in food and 
clothing? 
Interviewee:  Yes, in clothing we are definitely working on our economies of scale in 
order to better compete. The acquisition of Country Roads and newly acquired David 
Jones make it apparent. David Jones operates in a totally different manner to what 
we are used to so it will be interesting. They do however have a similar type of 
customer profile. Scale is important. We do benefit from our wide range we offer. 
Once again, many mistakes have been made in the past as to how we positioned 
clothing but we are focussed. A lot of work is going into rectifying problems in 
clothing. The ability to remain fashionable is key and with our supplier relationships is 
a factor that plays in our favour. Clothing competitiveness has forced us to look 
overseas to source but we will only do it if we cannot obtain the right quality locally. 
In food we know that the market is very competitive but we are different and aimed at 
a higher segment. We are very focussed and mindful of the fact that the supermarket 
needs to have the “mind of a supermarket and the soul of a deli”. We have listened to 
our clients that are asking us to increase our range so they can make a more 
complete shop. We do believe that we understand our clientele and can offer a 
private label option complimented by a national brand option instead of the vast 
range that our competitors offer on their shelves. WHL is thus competing against the 
Pick n Pay‟s of the world but we are very different. Pick n Pay sell for instance 
Nescafe coffee but Nescafe coffee is Nescafe coffee while we offer a lot more 
innovation in our products and the store experience. We are very clear on the target 
market in food we are aiming at while many food retailers are struggling as they want 
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to appeal to all segments. It is key for us to focus on what we do best and not lose 
sight which so easily can happen.   
Interviewer: How is WHL strategically approaching taking advantage of 
weaknesses in Pick n Pay and EDCON?  
Interviewee: We do believe that they and other retailers are struggling as they have 
lost focus on whom they serve. We are concentrating not so much on what they are 
doing but on what we can do better whilst staying very focussed.  
Interviewer: What is the current target market of WHL? What is the product 
focus in the food and clothing divisions? What is the company value 
proposition? What customer channels are utilized? What partnerships and\or 
alliances do WHL have? 
Interviewee: The main focus is on LSM 8-10 as we know this group has the largest 
disposable income but do aim to offer a wider appeal. The emerging middle class 
has also received attention. 
The food division offers a wide range highlighting “modern” and “classic” while the 
food division aims at convenience and interesting options. Interestingly, the food 
offering now constitutes sixty percent of the group‟s turnover.  
I agree that the value proposition is offering superior quality, innovative offerings and 
very good value for money. Also, it needs to be noted that we provide customers with 
what they want. 
WHL uses online, WRewards and customer information systems to engage with 
customers. The best retailers in the world have readily available information about 
their customers and easily can interact with them. 
WHL have many partnerships/alliances such as with Barclays in credit financing and 
various partners in the coffee shops. 
Interviewer: WHL has a unique strategy of offering a mix of low cost and high 
differentiation whilst focussing on a niche market? Please comment. 
Interviewee: This is correct and what makes us different. We do use our strong 
supplier relationships to remain innovative and to lower costs. A perfect example of 
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innovation is our new store in Waterstone Cape Town which is a great shopping 
experience offering a butchery, bakery, sushi bar and offers “theatre” in the shopping 
experience. We are well aware that the LSM 8-10 grouping is relatively small but has 
large levels of disposable income which works in our favour. We have worked hard 
on improving our pricing and benchmark weekly against competitors. To the extent 
that on many lines we are the second lowest price offering in the marketplace. 
However, we are not a price retailer and this does not differentiate us. We are clearly 
focussed on becoming our customer‟s favourite destination by offering quality 
products and services that are surprisingly affordable. 
Interviewer: Why did WHL change strategy in 2010 towards gaining market 
share? 
Interviewee: WHL are well aware of the changes that have taken place in the retail 
industry and are adjusting accordingly. We understand that our marketplace is going 
global and that we require scale to compete. Hence our acquisition program. 
Interviewer: What are the company competitive advantages and competencies? 
Interviewee: I agree with your assessment of our reputable brand name being our 
strongest advantage and one that we are very careful to protect. The quality of our 
products is clearly our competitive advantage, along with the fact that we develop 
products with a difference that deliver to customer requirements.  We will not list a 
product if in conflict with our quality statement and there are many examples where 
at the last moment we have cancelled products as they do not meet our standards. 
Also, we will only introduce a national brand name if we cannot produce a higher 
level of quality in our private brand label. Private label is always our first route to 
market and the cornerstone of our quality statement. I support your factors identified 
of sustainability, operations and supply chain management, service and people 
development and the use of technology being strong competencies. Also, strong 
governance and market presence to a lesser degree. It also needs to be mentioned 
that we are particularly good at listening to our customer base and reacting to their 
needs. 
Interviewer: What are the current weaknesses that are concerning WHL? 
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Interviewee: I cannot specify any specific weaknesses but will endorse and comment 
on your identified weaknesses that are valid. 
Interviewer: The study identified the distribution system as requiring to be 
expanded. The small number of food stores and high price perception are 
further identified weaknesses. The entry of global players into the local 
marketplace requires an increase in WHL economies of scale to remain 
competitive. The move away from local clothing suppliers to global supply 
could also offer a weakness as existing relationships are impaired.   
Interviewee: I agree on all of the points except for supplier relationships where we 
are still mainly focussed on using local supply except where they cannot meet our 
quality standards. Only then will we source globally. The importing of stock is not a 
good option currently with the current Rand fluctuation. The factor of the distribution 
system expansion requirement is due to our acquisition program and keeping up with 
the investment curve. 
Interviewer: What elements of the value chain Primary and Support activities 
do WHL deem as strengths and activities of concern? 
Interviewee: We have a very strong value chain which allows us to understand our 
products from manufacture through to sales to customers.  Inbound logistics, 
Operations and service have been highlighted during the interview as strong primary 
activities with R & D, HR and Technology strong secondary activities. Outbound 
logistics in the guise of our distribution system was discussed in the last question. 
The sales and marketing activity is not so much focussed upon but does play a role 
in us changing price perceptions and promoting value for money. 
Interviewer: What strategic concerns do WHL currently have? 
Interviewee: I cannot comment on any specifics but can endorse your identified 
points of the small relative market share WHL holds, the costly investment in 
technology, the more demanding customer and the current price perception WHL 
holds.  
Interviewer: What are the current strategic focus points for WHL? 
 130 
 
Interviewee: As discussed in latest Annual Report. To build improved customer 
relations, to lead clothing retail in the southern hemisphere, to grow the food division, 
to grow online and omni-channel, to expand into Africa, offer convenient financial 
services and to successfully apply the GBJ. 
Interviewer: What relationship exists with Marks & Spencer? 
Interviewee: We have long held a strategic partnership with Marks & Spencer and we 
share concepts and ideas which allows us to learn from each other. 
Interviewer: Why was the supermarket concept introduced? 
Interviewee: We were a very big, efficient small store food business and the ask from 
our customers was for a bigger food store where customers could complete their 
main shop. Clearly we did a lot of work with customers and suppliers to understand 
how we could create a supermarket with a difference. We were clear that we must 
deliver a store with “mind of a supermarket and the soul of a deli”. 
Interviewer: Is it not in conflict with the business model of selling largely 
private label products to a niche market segment? 
Interviewee: No. We are still staying true to our current target market and focussing 
mainly on them. Our focus remains on selling mainly private label brands with a 
national brand option to widen the range. 
Interviewer: Will the supermarket concept not harm the strong brand name? 
Interviewee: No. The complete shop concept is aimed to enhance the quality 
statement as the supermarket concept is not just bigger but better. 
Interviewer: Thank you very much for your time and insight. 
Interviewee: You are welcome. 
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ANNEXURE B  
Ethics Consent 
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ANNEXURE C 
Consent email correspondence 
Sent: 31 October 2014 03:45 PM 
To: Ceri Coxon; Ralph Kuhn 
Cc: Pieter De Wet 
Subject: RE: Fwd: Woolworths Treatise 
Afternoon Ralph 
  
I’ve not added any additional comments as it’s very difficult to do so formally because of the 
confidential nature of the info. I have however read through your material and think you’ve done  a 
really good job in unpacking the theory and interpreting what you believe our strategy is from the 
information that’s out in the public domain. The results from the research is also pointing you in the 
right direction. I am happy to meet with you when you are in Cape Town and to have a conversation 
around some of these points. Alternatively we can also have a telephonic conversation. I am off to 
Australia at the end of next week, so either through the course of the week or two weeks later when 
I’m back. 
  
Regards  
 
  
From: Ceri Coxon  
Sent: Tuesday, 28 October 2014 08:47 
To: Ralph Kuhn 
Cc: Pieter De Wet 
Subject: RE: Fwd: Woolworths Treatise 
  
Ceri’s Comments – please note that as I work in the foods business unit I can’t necessarily answer the 
WHL questions, hence I have copied Pieter De Wet who might be able to add some additional 
information from a WHL context. 
  
  
I have attached a draft of my study to date. I would  really appreciate your comments with regards to 
my study. 
  
Also , maybe it will be wise to meet  after you have had a chance to read the contents as  I will 
require further  clarification as to the below questions. 
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       1.            What are the internal company and external industry environmental factors that are 
influencing WHL’s strategic decisions? What actions have WHL taken in this regard?  We have 
a Head of strategic and project management who works with internal and external bodies to 
understand the external industry factors and work with the leadership teams to use the 
information to influence the business strategies.  
       2.            What is WHL’s current business model and how has it been shaped by history and the 
current characteristics of the South African retail industry?  I can’t answer this question.  We 
have a customer centric business model which uses customer data and customer changes to 
influence our business – for example we understand that the majority of customer spends sits 
with the LSM 8-10 customers and that more customers are moving into that sector.  
       3.            What are WHL’s current strategies and competitive advantages?  We are clearly focused 
on becoming ours customers favourite destination by offering quality products and services 
that are surprisingly affordable.  
What are the current strategic issues influencing WHL?  I can’t answer this question.  
       4.            What are the key strengths and weaknesses in WHL’s value chain? What are the 
company’s core competencies? How is WHL using the competencies to gain competitive 
advantage? What are the areas of concern that the company has identified as a risk? 
What actions are WHL taking to address the risks? We have a very strong value chain 
which allows us to understand our products from manufacture through to sales to 
customers.  Our core competencies are around innovative product development, complete 
understanding of our customers through our customer data, our long term relationships 
with suppliers/partners and our automated, centralised supply chain.  The quality of our 
products is clearly our competitive advantage, along with the fact that we develop products 
with a difference that deliver to customer requirements. 
       5.            Why was the supermarket concept introduced? Is their alignment between the 
supermarket concept and the business model and business strategy? How is the concept 
positioned in order to compete with competitors? How has WHL positioned the concept 
in order to prevent damaging the strong brand equity? We were a very big, efficient small 
store food business and the ask from customers was for a bigger food store where 
customers could complete their main shop.  Clearly we did a lot of work with customers and 
suppliers to understand how we could create a supermarket with a difference.  We were 
clear we must deliver a store with the “mind of a supermarket and soul of a deli”. 
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       6.            How has  Marks & Spencer decline and subsequent recovery influenced WHL’s strategic 
direction as many correlations seem to exist? We have long held a strategic partnership 
with M&S and we share concepts and ideas with allows us to learn from each other.  
I can then fly down to Cape Town to meet with you ( a Friday meeting would be preferable if 
possible) after you have had the opportunity to read the material. Please let me know when will 
be suitable to meet so I can make the necessary arrangements. 
  
Thank you very much for your assistance. 
Regards 
  
Ralph Kuhn 
  
From: Ceri Coxon [mailto:CeriCoxon@woolworths.co.za]  
Sent: Monday, August 18, 2014 9:55 AM 
To: Ralph Kuhn 
Subject: RE: Fwd: Woolworths Treatise 
  
Great please send me what you have and I will take a read and give some comments and if we then 
need to met we can - thanks 
  
  
From: Ralph Kuhn [mailto:Ralph.Kuhn@makro.co.za]  
Sent: Monday, 18 August 2014 08:50 
To: Ceri Coxon 
Subject: FW: Fwd: Woolworths Treatise 
  
Hi Ceri 
  
Thank you – I would really appreciate your input. 
  
I have attached the request letter from the NMMU Business School. 
  
I will have a draft ready to forward to you by the end of September or early October. 
  
Regards 
  
Ralph Kuhn 
  
 
 
 
 
 
 
 
